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Fiery years AGO, the people who made buggy-whips were riding 
high. With a steady demand for leather products, and a buggy in 
every stable, they could look forward to many prosperous years. How 
many of them, fifty years ago, saw the handwriting on the wall— 


“There’s a Model-T in Your Future”? 


Today, whatever their products or size, progressive manufacturers 
are actively looking for ways to improve their line, and for new prod- 
ucts to replace what they are making now. They know, as most of the 
buggy-whip kings didn’t, that “if you don’t make your own products 


obsolete, your competitors will do it for you.” 


Product development, and the “pure” research that precedes it, now 
share a $5 billion annual budget in industry. Whatever your share of 
this budget, you and your company have a vital stake in seeing that 
your products accurately reflect changing economic and market de- 


mands. 


The Conference being held by AMA’s newly-formed Research and 
Development Division will give you a comprehensive, detailed view of 
successful product development, from planning the product line 
through administration and engineering to pilot promotion programs. 
Problems of medium-sized and smaller businesses will be given special 
attention. Conference presentations, by leading executives, will cover 
these vital areas: 

Finding, Screening, and Appraising New Products 
Product Evaluation and Market Research 
Pioneering the Market 


Personnel Development and Evaluation 


Evaluating the Economic Climate in Planning the 
Long-Range Program 


INSURE YOUR ATTENDANCE — REGISTER TODAY! 


AMERICAN MANAGEMENT ASSOCIATION, INC. 
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Knowledge in Depth 


Pon THE EXPERIENCED EXECUTIVE who is anxious to increase and 
broaden his management knowledge, no matter what his level of 
responsibility, AMA offers a unique, diversified series of activities: 


1. Marketing Course 


The increased complex} i lling function have 
underlined the need for é‘ n all phases of the 
marketing process—sellij i . This Course 
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bortant new de- 
velopments in specific areas. Presentations by leading authorities are care- 
fully planned to give a complete picture of the subject covered. Registrants 
receive a Handbook containing original articles, significant reprints, charts, 
and graphs that illustrate the presentations—an invaluable reference source 
available only to registrants. 


4. Packaging Clinics 

The purpose of these meetings is to dissect and analyze a special pack- 
aging problem, to consider the various approaches to its solution, and to 
apply the lessons learned from case histories presented by the Clinic leaders. 
Clinics call upon a wide variety of specialists in the field—men from com- 
panies whose successful practices and experience give authority to the 
presentations. Although subject matter is presented primarily as instruc- 
tion, registrants are encouraged to participate actively in the discussion. 
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Business Manners: The New Look 


As ANY OLD-TIMER competent to 
testify will tell you, sometimes nostal- 
gically, business manners in the U.S. 
are vastly better than they used to be. 
Some areas of business are still pretty 
rough and tumble, but so far as cor- 
poration life is concerned, business 
men seem to have developed the capa- 
city to disagree as pleasantly as they 
agree. 

These days, they have to. Certain 
patterns of courteous and considerate 
business behavior have grown up that 
are de rigeur the country wide, and 
it takes an executive of rare genius 
or prodigious power to ignore them 
with impunity. However it may be 
in baseball, in business nice guys 
finish first—or, at least, guys who 
seem te be nice. 

For all one knows, some of the 
rituals observed in business inter- 
course today may have no more sub- 
stance than that convention of the 
Middle Ages called Courtly Love. 
Business men, to be sure, have not 
yet lost their love of profits, but there 
is a certain fascination in the formali- 
ties preceding the deal, and it does 
often seem that the ritual is enjoyed 
for itself. 

Take, for example, the method of 
receiving visitors that many a cor- 
poration president practices today. 
No longer does he merely rise from 
his chair, shake hands, indicate your 
chair, and proceed crisply with the 


business at hand. Instead, he sweeps 
out from behind his desk and greets 
you warmly at the threshold of his 
office. More often than not, he 
deserts his desk entirely, and _ pilots 
you to a nook on the opposite side of 
the room. As you loll back on a 
couch, he draws up a chair and be 
gins to talk to you from across a 
coffee table, and not necessarily, for 
the moment, about the business at 
hand. Conceivably this may serve 
some ulterior purpose, but conceiy- 
ably it’s also a refreshing little break 
in his own routine. 

This is all very charming, but is it 
practical? Most executives are quick 
to rationalize their behavior in terms 
of self-interest and ultimate profits. 
Good manners, they reflect, constitute 
a necessary lubricant to business. 

It is the topmust officers who are 
usually most meticulous about their 
manners, and most prodigal with 
their time for the sake of the ameni- 
ties. Nearly 40 per cent of some 150 
company presidents interviewed for 
this report claimed they answer their 
own telephones without any screen- 
ing whatsoever. 

Perhaps the severest test of busi- 
ness manners is occasioned by the 
appearance of unscheduled visitors. 
Is it not, to begin with, a breach of 
etiquette to present oneself in the 
office of an important executive 
without an appointment? Maybe 50, 
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but the practice is widespread, and 
executives are remarkably tolerant in 
their reactions. “Accessibility,” or at 
jeast the appearance of it, is a fetish 
among top officers today. 

Significantly, the grade-A treat- 
ment is not confined to distinguished 
visitors. In one veteran’s opinion, 
“The major development in business 
manners in the past quarter-century 
has been the growth of the idea that 
aman who is trying to sell you some- 
thing should be treated courteously.” 
This change was vastly stimulated by 
conditions during World War II, 
when many salesmen suddenly be- 
came suppliers of critical materials, 
and it was good business to coddle 
them. 

When one turns from the treat- 
ment of outsiders to the broad field 
of intramural office manners, there 
are a few interesting and relatively 
# new points of protocol that bear re- 
porting. Office manners are both 
more considerate and more demo- 
cratic than they used to be, and, as 
in the case of external or public rela- 
tions, the burden of performance is 
on the president. He must make the 
same show of accessibility to his em- 
ployees as he does to his customers, 
and to this end there has been estab- 
lished the shibboleth of the “open 
door.” A bookkeeper, a draftsman, or 
a correspondence clerk can shut ‘his 
door, if he has one, to the noise and 
traffic of the office, but not the presi- 
dent or the chief of an important de- 
partment. 

As a symbol, the boss’s open door 
may score a point, but that it actually 
aids communication or raises the 
general level of manners is rather 
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dubious. Do the employees really 
come streaming through that open 
door? “Thank God, no,” is probably 
what most bosses would say in the 
moment of truth. 

More to the point is the manner 
in which the boss approaches or 
summons his subordinates, and here 
there has been a creditable advance in 
democracy and gentility. The cryptic 
command, submitted through a secre- 
tary, is less and less in favor. And 
ditto with buzzer systems. The pre- 
ferred method is to telephone the 
subordinate in person, invite, not 
order, him to drop by, and explain 
at least in general terms the reason 
for the conference. 

When it comes to the use of first 
names in business, the old standards 
have been rudely shattered, though 
no conscious discourtesy has been in- 
volved in the process. Of the 150 
business men queried for this ar- 
ticle, 85 per cent could be said to 
operate n a first-name basis, and the 
list seems to cut across all regions 
and all types of businesses and in- 
dustries. 

Now, if the burden of this report- 
age on the manners of modern Amer- 
ican business men seems too good to 
be true, readers are entitled to take 
a small discount. Obviously, in an- 
swering a query on good manners, 
most men are under a compulsion to 
muster their own best manners and 
temper their views with charity. 
Nevertheless, the consensus was re- 
markable, and such dissent as was 
expressed was not from the finding 
that good manners prevail, but was 
concerned with the danger of over- 
doing the thing. 





Said a utility-company president of 
a neighboring oil company notable 
for its politesse, “For my money, they 
are too bloody servile. They act like 
an overanxious shopgirl trying to 
make a sale.” And there was the Chi- 
cago banker who said, “I’m afraid 
most of us conform too much. We 
run the chance that we'll all be mice, 


and there'll be no rats to lead us.” 
Perhaps the spirit of the American 
Tobacco Co.’s late George Washing 
ton Hill, who always wore his hat ip 
the office and liked to hurl flower 
pots on the floor for emphasis, wil 
yet rise again. 


= Robert Sheehan, 
ForTUNE, January, 1957, 
p. 106:5, 


The Case of the Unpromotable Executive 


CORPORATE MANAGERS are con- 
stantly moving around or looking for 
a niche within the particular corpo- 
rate structure where they work. There 
are some who don’t try very hard to 
move up much higher than they are, 
but, by and large, almost all of them 
look hopefully to a higher position 
on the management pyramid. The 
cult of success, which demands large 
financial and prestige rewards, makes 
men aim for something higher—or, 
at least, makes them feel they should 
be aiming higher. And top manage- 
ment, in its eager search for bright, 
able talent to fill key positions, ex- 
horts all its executives to aim at the 
peaks. 

Yet, the plain fact is that, no 
matter how hard they try or how 
much they improve through experi- 
ence or training programs, the bulk 
of middJe-management men never are 
going to rise much above their present 
levels. There just isn’t enough room 
for all of them at the top. And the 
wide gap between espoused goals and 
actuality could be a sore spot that 
company management is letting go 
unrecognized. 


6 


Management has been concerned 
almost entirely with ways of spotting 
individuals who will succeed—thog 
who, through ability, personality, and 
aggressiveness, will ascend the hier 
archical ladder into top positions. But 
at the same time it has submerged 
the other problem: How do yo 
handle the men who don’t have quite 
enough on the ball? How does a 
company motivate and satisfy ma 
agement men whom it has encouraged 
to reach for the top while knowin 
full well most of them won't make i? 

Though a number of companits 
are making a stab at coming up wil 
a solution through social science an 
motivation studies, they admit the 
are still operating pretty much in tk 
dark. 

According to most companies, ma 
agement men with promotional prob 
lems tend to fall into four groups: 

1. Men relatively satisfied wher 
they are, who don’t want promotions 








involving new responsibilities. 

2. Managers, highly effective it 
their present jobs, who would 
over their heads in bigger, tought 
jobs. 
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3. Men with more ambition than 
ability, who continually strive for jobs 
way above their capabilities. 

4. Men who nave already been 
promoted beyond their capabilities. 

Here’s how some companies are 
trying to. handle these four variations 
of the promotion problem: 

Men who don’t want a promotion 
puzzle top brass, but are left pretty 
much alone. 

The valuable manager who just 
can’t quite cut it another notch higher, 
but wants some form of advancement 
or recognition, is handled in a num- 
ber of ways. Management training 
courses and rotation to other fields are 
two of the most popular. In this way, 
it is hoped the man will broaden, 
develop into a better manager—or at 
least be distracted from his problem. 
Another tactic in these cases is a hike 
in salary. “Enmesh them in a net of 
dollar signs,” recommends a Detroit 
manufacturer. 

A smaller Midwest metal fabricator 
solves the problem by giving the un- 
promotable manager a special staff 
position so that he is in a kingdom 
of his own, maintains status, and 
still contributes his valuable services. 
At the same time, he doesn’t fill up 
a spot that could be used to train 
a man of greater potential. 

The men with more ambition than 
ability tend to get the shortest shrift 
from top management. “I can’t abide 
them,” admits the head of a leading 
machine tool company. In his com- 
pany, he says, such men—if young 


enough—are encouraged to try their 
wings elsewhere. 

But a president inherits a lot of 
the men he works with from his 
predecessor. When the overly am- 
bitious men are older, some companies 
try shifting them laterally. But this 
can be expensive if they make mis- 
takes. One utility chief puts these 
men into a staff job “where they can’t 
foul up the company.” If old enough, 
these men are pensioned off early— 
“bribed out of the company.” 

Executives already promoted out of 
their depth are a special danger, be- 
cause they are a constant source of 
irritation and frustration to more able 
men below and around them. Usually 
such men know they are fumbling. 
An auto manufacturer reports they 
are relieved when told the company 
still wants them—in another job— 
and that they won't land on the street 
if they do their best. 

Although most companies agree 
that a man should be told he has 
gone about as far as he can go, very 
few actually follow that policy; it’s a 
very difficult interview to carry off. 
When it is done, usmally it’s con- 
ducted in the office. But the president 
of an Ohio company who has the 
unhappy chore of breaking the news 
takes the man out of the office atmos- 
phere. With a martini as anesthetic, 
he can talk on a man-to-man basis 
rather than on a _ president-to-subor- 
dinate level. 


= Business WEEK, 
September 15, 1956, 
p. 77:4. 





THERE ARE TWO Days about which no one should ever worry: yesterday 


and tomorrow. 
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—Norman Vincent Peale 





The World’s Richest Customer 


THE AMERICAN CONSUMER might be surprised to discover he is worth, 
in aggregate, close to a trillion dollars. 
Who is this wealthiest man in the world? What are some of his 





habits? How has he been enjoying his most prosperous year? Rat 
To begin with, in many cases he isn’t doing the spending at all. In prej 
nearly two-fifths of American homes, the wife holds the purse strings able 
and pays the bills. Furthermore, she accounts for 60 per cent of all per- can 
sonal-consumption expenditures. of 1 
Every day, consumers light up more than a billion cigarettes. They tice 
dial 51 million phones more than three times a day. In nearly 50 mil- ag 
lion separate households, they spend $500 million a year on the care of bend 
22.5 million dogs, some $60 million to feed the parakeets among their 
19 mi!'ion pet birds. H 
They enjoy 40 million TV sets, 7.1 million of which were bought this peor 
year. They own 50 million cars and drive them far enough in a year effe 
to cross the country 175 million times. spiri 
To toast the good times, in 1956 they raised glasses filled with $45 to d 
million of champagne. year 
But consumers are paying higher prices for their luxuries—and their pictt 
necessities. A Colorado doctor looked over his records last week and parti 
reported these price hikes since 1946: House calls, up from $3 to $5; shor: 
tonsillectomy, up from $25 to $35; Caesarean section, up from $110 to the 
$150. Only unchanged charge: Gall bladder removed ($150). “That “? 
was considered more of an operation in 1946 than it is now.” oul 
—Newsweek 11/17/56 Bi 
ginni 
no | 
only 
Getting the Lowdown on Worker Morale 8 
COMPANIES WITH LABOR TURNOVER PROBLEMS might take a look at healt 
how Garrett Corp. (Los Angeles) has solved theirs, suggests The Iron eee 
Age. Garrett regards its annual employee opinion survey as the main onal 
reason why its manufacturing labor turnover is only 1.3 per cent as P 
opposed to the 3.5 per cent national average. The company has been = 


conducting this annual poll of their 10,000 workers for 10 years now, 








and finds it a valuable aid in pinpointing sore spots in employee relations. simil. 
Here are some typical questions asked in the survey: (1) How are the | 
the physical working conditions in your department? (2) Like the way the | 
your supervisor handles his job? (3) Like the company’s personnel plans it is ; 
and policies: sick leaves, vacation, paid holidays, etc.? (4) Satisfied with fami! 
your merit reviews for salary adjustments? half 
Every employee gets a questionnaire at his home and returns it, with- fandil 
out his name, to an outside consulting firm. This protects him and able 
makes him feel free to speak his mind. All management sees is a run- 
down of the results. FEBRL 
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Employment on Merit: The Continuing 
Challenge to Business 


RATIONALIZATIONS about racial 
prejudice are very flexible and adapt- 
able. Business men, for instance, 
can be persuaded that the breaking 
of race barriers is a dangerous prac- 
tice for business. And it sounds like 
a good argument—even a very hard- 
headed and practical one. 

However, we have always had 
people who understood the corrosive 
effects of prejudice upon the life and 
spirit of our country and who tried 
to do something about it. In recent 
years, for example, the employment 
picture for Negroes has improved, 
particularly as the result of manpower 
shortages during World War II and 
the enlightened employment practices 
of many large industrial companies 
and other business establishments. 

But we have made only a bare be- 
ginning; too many employers still hire 
no Negroes at all, or employ them 
only in the menial jobs which have 
always been their lot. 

Because our economy is pretty 
healthy right now, the main problem 
is not so much that of giving Negroes 
employment as that of giving them 
good employment—the same _ kind 
which is available to a white man of 
similar ability. Significantly, although 
the proportion of jobholders among 
the Negro population is higher than 
it is among whites, the average Negro 
family earns only a little more than 
half as much as the average white 
fanily. Good jobs must be made avail- 


able to average Negroes in the same 
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ratio they are available to average 
whites. Only then will we have good 
grounds for claiming that Negroes 
really do have equal economic oppor- 
tunity. 

Just what has the majer social 
problem of race discrimination got to 
do with our businesses, which have 
their hands full just making a good 
product and a good profit? 

For one thing, we're living in an 
age when it’s no longer possible to 
separate economic considerations from 
those which are social or political. 
Whatever weakens or threatens our 
total democratic system is likewise a 
threat to business. The discrepancy 
between our preachings of equality 
and our actual practice of discrimina- 
tion toward Negro citizens weakens 
our moral fiber here at home and 
makes us particularly vulnerable to 
the attacks of those overseas who are 
engaged with us in a battle of ideol- 
ogies. . 

Improving the Negro’s economic 
lot will help reduce the high price 
we pay for slum-bred crime and dis- 
ease. The Negro, as a consumer, 
could represent a huge new market 
for business’ if his earnings compared 
with those of white workers. 

It is important, too, that we should 
not waste human ability, whether it 
belongs to a Negro or a white man. 
At a time when our country desper- 
ately needs more engineers, doctors, 
and professional and_ white-collar 
people of all kinds, it is more than 
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unwise not to develop and utilize all 


the basic human talent which is 
available. 
Basic ability must naturally be 


trained before it can be fully utilized. 
The Negro will be better able to af- 
ford education as his economic con- 
dition improves—but right now there 
are opportunities for training Negroes 
in trades, for production jobs, and 
for office positions. 

Perhaps then, the business man is 
willing to concede it’s good business 
sense to get involved with a social 
problem which is doing some harm 
to his country and to the business 
system which is his bread and butter. 
But he still has a very large “Yes, 
but—!” when he thinks of actually 
bringing a Negro into his office or 
shop to do skilled work formerly the 
exclusive property of his white em- 
ployees. 

He may feel that giving Negroes 
skilled work doesn’t jibe with com- 
munity tradition, or that white em- 
ployees might make trouble. Maybe 
he’s right—there could be obstacles. 
But he might also remember that our 
industrial growth, of which he is so 
proud, was created out of courage, 
leadership, and vision in the face of 
very real obstacles. 

Then again, this particular business 
man may be afraid that Negroes are 
second-rate workers. Maybe he ought 
to be reminded that good business 
men don’t come up with answers to 
business problems on the basis of 
what they hear. Instead, they dig out 
the facts—all of them—for them- 
selves. 

We dug out the facts for ourselves 
at Pitney-Bowes, and like most other 
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companies which have embarked on 
a program of employing Negroes for: 
skilled work, we found the facts 
weren't at all as commonly repre- 
sented. 

Some of our Negro employees have 
disappointed us—but so have an 
equal ratio of white employees. Some 
have turned out to be distinctly su- 
perior, perhaps because their need to 
succeed is stronger than that of most 
whites. But more significant than the 
failures and the standouts are the 
great majority who have; over the 
long pull, done a good, conscientious, 
effective job for us, just like other 
employees. 

Regardless of the material or so 
cial gains to be realized from pro 
viding equal economic opportunity 
for Negroes, there is really only one 
impelling and unanswerable argument 
in its behalf for any human—any 
business man—who honestly believes 
in the teachings of the Christian or 
Jewish religions. These religions are 
the strongholds of the philosophical 
idea of brotherhood among men—not 
the destructively leveling “brother 
hood” of collectivism, but the kinship 
in love and hope of those who wor 
ship God. All arguments against dis 
crimination must have their roots in 
religion if they are to furnish com 
vincing answers to the “Why?” of 
the biased and to sustain the purpose 
of the unbiased. 

The great Negro educator, Dr. 
Channing Tobias, made his plea for 
human understanding toward his own 
people in this way. He said, “To deny 
a man rights and privileges because 
he is as God made him is a sin—a 
sin not only against the man himself, 
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but against Almighty God, who made 
him as he is. In fact, it places the 
complainant in the position of saying 
to God, ‘O God, you made a mistake 
when you made this man as he is.’ 
Who among us is willing to take the 


responsibility for making such a state- 
ment?” 


a From an address by Joseph J]. Morrow 
(Director of Personnel Relations, 
Pitney-Bowes, Inc.) before a meeting 
of Indianapolis business men. 


Achieving Profit Objectives Through Reports 


EVEN IN LARGE COMPANIES, the re- 
sponsibility for profit is rarely spelled 
out and assigned to specific individ- 
uals. 

When the responsibility for profit 
has not been placed, failure to op- 
erate profitably is usually explained 
by the sales manager as the fault of 
the factory, and by the production 
manager as the fault of sales. Pass- 
ing the blame for failure back and 
forth over the fence which divides 
these two areas of operation will stop 
only when top management appoints 
as arbiter an individual in whom, at 
the same time, it places responsibility 
for profit. 

In keeping with this thinking, 
it was decided some years ago at 
Armstrong Cork Co. that divisional 
managers should be selected for each 
major market which our company 
serves. These divisional managers 
were given responsibility for the pro- 
duction and sale of all products fall- 
ing within their respective market 
areas. 

The ability to insure that profit 
objectives are attained depends in no 
small part upon the clarity and in- 
telligence with which the account- 
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ant’s reports are prepared. Properly 
developed, these reports will focus 
management's attention on perform- 
ance in the operational areas where 
responsibility for the achievement of 
the planned profit objective is dele- 
gated. 

Our reports are designed on the 
principle that if program objectives 
are to be achieved, a continuing 
evaluation of actual versus scheduled 
results is a “must.” Such evaluation 
requires a reporting system designed 
to integrate sales and production 
efforts toward the common goal of an 
adequate return on the funds in- 
vested in the business. 

This integrated reporting system 
recognizes four factors as essential 
guiding principles. The first of these 
relates to properly organized manage- 
ment. In order for any reporting 
system to be effective, the organiza- 
tion which it serves must be aligned 
to provide full placement of respon- 
sibility for performance against the 
profit objective. 

The second factor requires that 
the accounting techniques be soundly 
conceived. We use the direct costing 
technique, which—besides emphasiz- 


in 





ing the relationship of profits to sales 
volume—provides the advantage of 
recording profits which reflect liquid 
funds available for use, since profits 
are geared to sales volume and are 
relatively unaffected by productio 
volume. 

Third, it is necessary to have an 
effective index for measuring the 
adequacy of profits. We use the 
return-on-investment yardstick, meas- 
uring the adequacy of profits by their 
relationship to the capital employed 
in the business. 

Fourth is the dovetailing of infor- 
mation, which might be referred to 
as integrated data. The system must 
provide reports which are integrated 
with the profit objective and with 
each other. We refer to the plans 
by which the profit objective is for- 
mulated as the “forecast.” All re- 
ports are designed to show perform- 
ance against this forecast. In addi- 
tion, the actual operating results and 
deviations from the forecast, shown 
on the profit statement, can be readily 
traced to the subordinate operating 
reports. 

The reports against the forecast 
are designed to emphasize the effec- 
tiveness of selling effort, the control 
over operating costs, and the man- 
agement of capital. 

Profit statements afe developed for 
each product line on a pro forma 
basis, similar to those which would 
exist if each unit were orerated as an 
independent business. The profit 
statement is the only report on this 
commodity received by the vice presi- 
dent of the division. A complete 
summary of operations, it serves as 
the principal medium by which he 
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can apply coordinated direction » 
the business. 

In addition to general manage 
ment, each plant manager and ead 
sales manager receives this sales an 
profits report for the product ling 
with which his activities are asp 
ciated. 

The ultimate measuring stick ¢ 
profits in our system is the return m 
capital employed. Therefore, aloy 
with the sales and cost factors, it 
equally important that the reporting 
system supply information pertinent 
to intelligent management of capital 
Like the profit statement, the report 
on capital employed is distributed 
each sales and plant manager for th 
commodities with which he is ass 
ciated. Also like the profit statement, 
its primary purpose is to suppl 
information which will generate @ 
operative action. Items such as stock 
holders’ equity, surplus, and certain 
liabilities are identifiable only wih 
the company or division enterprise, 
precluding the preparation of a for 
mal commodity balance sheet. 

Through this report, plant and 
sales management become aware o 
the importance of fixed capital invest 
ed in plant and equipment and ca 
evaluate the probable effect of planned 
additions to investment on profits, # 
expressed by the return on capital 
In order to obtain profit perspective, 
reduced turnover is correlated with 
increased profits on sales if the it 
vestment contemplates cost reduction, 
and increased turnover is correlated 
with existing margin on sales if th 
investment is predicated on expanded 
sales volume. Briefly, this report 
gives an insight into the component 
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of capital on which the adequacy ot 
profits are gauged, and thereby acti- 
yates management control. 

The importance of control data 
which can be effectively utilized by 
the lower echelons of management 
must not be overlooked; such data 
and supplementary reports in the 
form considered most usable are an 
integral part of this system. But it 


is more important that the summary 
of lower-echelon activities should be 
presented to the decision-making 
element of management, with em- 
phasis on the profit motive so neces- 
sary to healthy continuity of the busi- 
ness. 

a From an address by Frederick J. 


Muth before the National Society 
for Business Budgeting. 


How Industry Is Combating Absenteeism 


BETTER SUPERVISION is the answer to the problems of absenteeism and 
tardiness, in the opinion of the majority of executives responding to a 
recent survey conducted by American Business magazine. 

Asked to give what they consider to be the major causes of absenteeism 
and tardiness; most of the 98 respondents listed sickness (80 per cent), 
“imagined sickness” (70 per cent), home problems (65 per cent), and a 
“don’t care” attitude (35 per cent). Other causes mentioned included 
poor supervision, transportation difficulties, accidents, drinking, weather 
conditions, and personal business. The absence rates of men and women 
are about the same, in the opinion of 30 per cent of the executives 
polled; 62 per cent thought the women’s rate was higher. Replies in- 
dicate a prevailing belief that 11 per cent of the employees are respon- 


sible for most of the absence rate. 


An absentee percentage of 3 to 34% per cent is about par for the 
course, but, as one respondent indicated, “any business having more 
than 2 per cent absenteeism during a given month needs to do some- 
thing about it.” Among the solutions suggested, a positive approach— 
appealing to the employee’s sense of fair play, stressing his importance 
to the work group, his chances of advancement and higher pay—was 
favored by 80 per cent of the respondents. The trend toward incen- 
tives to be on the job regularly and on time seems to be growing, and 
less reliance is being placed on rules and threats of discipline. 

Better supervision is the key to reducing absenteeism, according to 
55 per cent of the respondents. Many felt that, if the employee’s imme- 
diate supervisor seeks and finds patterns to absenteeism, he will be 
getting closer to real causes. (One employee may be consistently absent 
on the days a type of work he dislikes is scheduled, for example. 
Drinkers may be absent on Mondays, women on special shopping days, 
and so forth.) Once the real reason is determined, in the view of these 
executives, the appropriate remedy can be determined. 
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Is the Boom Slowing Down? 


THE postTwAR BooM—from the 
start—has rested on the following 
three major forces: 

1. The unprecedented consumer 
demand for goods of every descrip- 
tion, notably durable consumer goods, 
built up first during the depression 
and then during the period of war 
shortages. 

2. The unprecedented demand for 
producers’ goods—new plants, equip- 
ment and inventory—resulting from 
the interruption of normal expansion 
for 15 years by the succession of de- 
pression, war preparations, and finally 
the war. The Korean War brought 
further complications. 

3. The enforced continuation of 
a high level of defense expenditures. 

To be sure, there were shifts, 
maladjustments, and corrections with- 
in each of the three sectors of 
strength—but it was not until 1953- 
54 that one of these factors started 
to show any real signs of weakening. 
Consumer goods production then 
showed signs of catching up with 
shortages. 

Instead of accepting this as a tem- 
porary slowdown or a period of con- 
solidation, the economy embarked on 
an all-out attempt to overcome it by 
an unparalleled use of credit. The 
result was the super-boom of 1955, 
which finally had to be curbed to pre- 
vent inflationary excesses. 

When it became apparent that we 
had gone about as far as we safely 
could in the stimulation of the con- 
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sumer goods industries through the 
use of credit, the producers’ goods 
boom blossomed out in renewed 
strength. 

But what is frequently overlooked 
in the present situation is this: The 
current acceleration in plant and 
equipment spending, plus the con- 
tinued build-up in inventories, barely 
maintained the level of industrial pro- 
duction throughout the year. This stil] 
does not add up to imminent trouble 
of serious character; but it does dem- 
onstrate that, for the time being at 
least, one of the three major legs of 
the postwar boom—consumer de- 
mand—has been weakened. 

That puts the spotlight all the more 
on the prospect for business spending. 
The capital investment boom thus far 
does not show any signs of slacken- 
ing. Capital spending is running at 
a record annual rate of close to $38 
billion, and, despite tight money and 
the appearance of a number of soft 
spots in the economy, cancellations of 
prior appropriations for capital out 
lays during the first half of 1956 
amounted to only $200 million. The 
basic factors behind this boom are 
obvious: shortages, and the need for 
more efficient production in order to 
keep up with the progressive cost- 
squeeze. And yet, despite the accel 
eration in economic growth widely 
predicted for the sixties, the next few 
years may witness the development of 
temporary over-capacity. 

The latest acceleration in the rate 
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of capital spending came in the face 
of a noticeable leveling off in retail 
sales. A pattern like this, in the past, 
has usually marked the peak of a 
cycle, because it brought the existence 
of temporary over-capacity into plain 
view. The selection of “growth” 
stocks is rapidly becoming more com- 
plicated, since some industries obvi- 
ously will reach the stage of tem- 
porary over-capacity more quickly 
than others and stay there for longer 
periods. 

Inventory spending involves smaller 
amounts than investment spending, 
but it is far more vulnerable to 
changes in direction from accumula- 
tion to liquidation and back again. 

There can no longer be any doubt 
that the price level is in the process 
of being raised a notch. As yet, how- 
ever, there is no evidence that pur- 
chasing agents are stepping up their 
purchases of materials in anticipation 
of price increases. On the contrary, 
purchasing agents are aiming at 
bringing about still better balanee of 
inventories and production schedules 
and also a better balance within their 
inventory. Unless there is an early 
pickup in industrial production, this 
should soon bring about some reduc- 
tion in inventories. Should further 
increases in inventories of finished 
goods develop as the result of mis- 
calculations in sales prospects, addi- 
tional purchases for inventory would 
be even less popular. 

Thus, the current boom can hardly 


look to continued inventory accumu- 
lation for support. Inventories are 
more likely to develop into a mod- 
erate drag on industrial activity. 

Unless the momentum of the capi- 
tals goods boom is upset, however, 
nothing points to an imminent, violent 
end of the boom. On the other hand, 
evidence leads to the conclusion that 
the boom is gradually weakening. It 
would probably require a shock treat- 
ment to throw it into high gear once 
again—and the most likely shock 
treatment would be another shot of 
inflation. 

This spotlights the question of 
whether current money and credit 
policies can undermine the boom to 
the point of throwing the economy 
into a tailspin. The answer to that 
question is categorically no—if for 
no other reason than that no govern- 
ment would sit idly by and see the 
boom destroyed. Once it is demon- 
strated that inflation and speculation 
have been successfully eliminated as 
immediate dangers and that the econ- 
omy is actually developing a pro- 
nounced downdrag, credit will be 
made easier as a matter of course. 

Thus, the key economic issue of 
tomorrow wil! be inflation. It is ut- 
terly unrealistic to assume that we can 
avoid it or indefinitely control it— 
and sooner or later we shall have to 
deal with it. 

= From an address by H. E. Luedicke 

before the Trust Division of the 

New York State Bankers Association. 





I ATTRIBUTE the little I know to my not having been ashamed to ask 
for information, and to my rule of conversing with all descriptions of 
men on those topics that form their own peculiar professions and pursuits. 
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—Lecke 











The New American Worker: 
Some Facts and Figures 


FROM CORPORATION EXECUTIVE to 
farm laborer, today’s Americen work 
force represents a provocative and 
concrete expression of our economy’s 
dynamic changes through the past 
quarter-century. 

The average American, despite the 
steep rise in prices, could buy almost 
53 per cent more in 1955 than in 
1929. Family income has more than 
tripled since 1918. The average 
worker today has 15 to 20 hours more 
leisure time per week. Coverage un- 
der pension and welfare programs has 
increased 20-fold in the past 10 years. 

These and hundreds of additional 
facts emerge from a comprehensive 
study of our national workforce re- 
cently issued by the U.S. Department 
of Labor. Here are the highlights: 

Economic status. The average fac- 
tory worker is now better off, in terms 
of weekly earnings, than at any time 
in the history of the United States— 
and his progress shows no signs of 
coming to a halt. 

Total disposable personal income 
in the United States—what’s left 
after Uncle Sam takes his slice—came 
to $269.2 billion in 1955. The 
figure for 1947 was $169 billion; for 
1929, $83.1 billion. Divided equally 
among the population, the 1929 in- 
come would have given each person 
$682; for 1947, the amount would 
have been $1,173; and for 1955, 
$1,629. After adjusting the figures 


to the rise in consumer prices. we 
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find that the average person in 1955 
could buy almost 16 per cent more 


~ goods and services than in 1947, and 


almost 53 per cent more than in 
1929. 

Education and skills. In all sec- 
tors, the educational level of our work 
force is rising rapidly. More than 75 
per cent of professional and kindred 
workers have some college education; 
more than half have completed col- 
lege. Of sales and clerical workers, 
more than half have finished high 
school, and almost one-third have 
some college education. 

Since 1910, the occupational dis- 
tribution of the labor force has shown 
a marked change. The proportion of 
farmers in 1950 was less than half 
that in 1910. Under the impetus of 
mechanization, much unskilled labor 
has joined the ranks of the semi- 
skilled. The semi-skilled factory 
worker group has expanded by 50 
per cent, and the clerical and sales 
group has doubled. 

Fringe benefits. Before World War 
II, the main issue at the bargaining 
table was increased wages. Since the 
end of the war, the significance of 
fringe benefits, as a factor in com 
pensation, has increased every year. 
As a result, over a period of less than 
ten years, the number of workers cov- 
ered by such programs as health and 
life insurance and pension plans has 
increased more than 20-fold. These 
supplements, including employers 
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contributions to Social Security, came 
close to $13 billion in 1955, or about 
6 per cent of total employee com- 
pensation. The figure was about 1 
per cent in 1929—and that was 
mostly for injuries. 

Fewer work years. Compared to 
50 years ago, more people enter the 
labor force at a later age, more retire 
earlier, and more live longer after re- 
tirement. The trend, over the years, 
has been toward the worker spending 
less of his life-span in working time. 

The chief reasons for earlier re- 
tirement include the reluctance of 
employers to hire older persons, com- 
pulsory retirement, and increased So- 
cial Security benefits. 

Physical health improvements have 
also contributed to increased retire- 
ment time. According to average 
figures available, in 1900 a man of 
20 could expect to live 42 more 
years, the last three in retirement. In 
1950, the same man could expect to 
live 49 more years and spend the last 
six in retirement. 

This increase in the older-age 
group, both in numbers and as a per- 
centage of the population, constitutes 
a growing problem. In 1900, there 
were some 13 million persons 45. or 
over; in 1950, almost 43 million; 
and in 1975, if the present rate con- 
tinues, there will be nearly 65 mil- 
lion. But job openings for older per- 
sons have not kept pace with this sub- 
stantial increase. Despite growing 
attention to the problem, the fact is 
that even middle-aged persons have 





difficulty finding employment today. 

Worker productivity. Measured in 
dollars of the same purchasing power, 
the nation’s annual output of goods 
and services has doubled in the past 
25 years. But employment was up 
only 36 per cent, and the average 
work week dropped from 44 to 40 
hours. The production increase has 
thus been due mainly to increased 
real output per man-hour. 

Thus, on every front, the Ameri- 
can work force has increasingly 
shared our economic growth. But 
concealed in this record of rising 
averages are problems that this very 
growth may well accentuate. For in- 
stance, there is the danger that 
growing demands for higher skills 
may limit the utility of older workers 
and shunt aside those _ unfitted, 
whether by education, nature, or ex- 
perience, to master newer techniques. 
On the other hand, the use of such 
skills as demanded by more automa- 
tion and improved industrial tech- 
niques may not offer sufficient crea- 
tive challenge to workers of a higher 
educational level. Such problems of 
human nature are bound to persist. 
A rising productivity index alone is 
not the answer. To insure the worker 
of tomorrow satisfactions beyond 
those found in a fatter payroll will 
be our society’s toughest challenge 
and responsibility. 


a Grover Amen. 

Dun’s REvIEw AND MoDERN 
Inpustry, December, 1956, 
p. $3:3. 
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success shuns the unworthy, the unwilling, and the unprepared. 


—Fraternal Monitor 
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Unions Join the Back-to-School Movement 


MORE UNIONISTS are receiving some form of formalized instruction than 
ever before, through their unions or through special workshops and 
seminars at universities. Employers can readily mark the results of this 
rising trend in their own plants, usually with some satisfaction. Union 
negotiators who have attended summer sessions often show more savvy; 
bargaining is smoother. Some employers have even footed the bill for 
stewards and union officers, and one upstate New York employer sent a 
management group and a union group together to a summer seminar. 

Currently some 80 colleges or universities offer some kind of educational 
program for workers, run in cooperation with unions. At least 18 have 
year-round schedules of instruction for labor groups. Academicians respon- 
sible for these programs comment, sometimes almost unbelievingly, on the 
rate at which they are snowballing. 

Rank-and-filers, for the most part, learn how to use basic tools— 
grievance processing, problems of organizing, parliamentary procedure, and 
the like. For staff members of international unions and higher ranking 
officers, the scope of inquiry is broader, including the intricacies of local 
and national politics, psychology, and sociology. 

—Business Week 8/4/56 




















“Did you ever handle one of these before?"’ | 





—Reprinted by special permission of The Saturday 
Evening Post. Copyright 1956 by the 
Curtis Publishing Company. 
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Where Marketing Plans Go Wrong 


even these advantages will be short- 


BECAUSE EVERY FACET of our econ- 
omy is in a state of flux, the American 
consumer is more flexible and recep- 
tive to change than ever before. Every 
business is vulnerable to competi- 
tive inroads as buyers shift their al- 
legiance to better or more attractive 
products. 

Vulnerability is further intensified 
by powerful mass media which can 
quickly spread the news of product 
innovations. Many new products— 
such as frozen juice concentrates, de- 
tergents, and chlorophyll products— 
have grown to major importance with- 
in a few short years, and generally 
at the expense of old, established 
products. 

A look at the consumer sales trends 
of two groups of selected food com- 
modities is revealing. One group— 
commodities which have not had any 
significant new product development 
in the past ten years—have expanded 
their sales 10 per cent in the past 
eight years. The second group—com- 
modities which have had real prod- 
uct development—gained 513 per 
cent in sales. 

Even within product groups, we 
have seen new leaders developed— 
in a group of 100 food and drug 
covimodities, three out of every ten 
leading brands have been knocked 
out of first position in the last ten 
years by new brands. 

In the years ahead, the marketing 
executive will find, typically, that 
his product will have fewer demon- 
strable advantages over others, and 
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lived, because of the speed with 
which his competitors will change and 
imitate. Moreover, an account of uni- 
form production costs, he will have 
fewer price advantages. 

So long as we have personal judg- 
ment entering into marketing deci- 
sions, we will have different ideas as 
to how a product should be sold. And 
as there will always be one way better 
than the others, we will always have 
errors in marketing. But much can 
be learned from the errors of others. 
It might be useful for any marketing 
executive to study these 11 most 
common marketing errors in business 
today: 

1. Failure to keep product up-to- 
date. The most important lesson we 
have seen repeated year after year is 
the necessity of having a modern 
product suited to the needs of the 
market. In many cases, the market 
leadership has been lost because of a 
reluctance to change the product 
quickly after customers had clearly 
indicated preference for another 
brand. 

2. Failure to accurately estimate 
the market potential. When entering 
a new market, there is a natural 
tendency to overstate the ultimate 
amount of business which can be 
achieved. Conversely, many under- 
estimate their sales potential. In this 
case, there is a real danger that an 
originator’s market will be stolen away 
from him by an aggressive competi- 
tor who correctly judges the potential 
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market and makes his sales efforts on 
a larger scale. 

3. Failure to gauge the trend of 
the market. Obviously, if the poten- 
tial market is changing in size, up- 
ward or downward adjustments may 
have to be made in the marketing 
program. 

4. Failure to appreciate regional 
differences in market potential and 
in trend of market. This is a vast and 
complex country—you need detailed 
information from various types of 
market breakdowns, if you are to 
distribute sales and advertising efforts 
on a sound basis. 

5. Failure to base the advertising 
budget on the job to be done. Too 
many manufacturers appear to be 
using some historic formula for es- 
tablishing their advertising budgets— 
such as a certain percentage of sales. 
Today, any company which continues 
to base its advertising budget upon 
sales performance alone is asking for 
trouble. When sales go down, for ex- 
ample, this formula would call for a 
reduction in advertising expenditures. 
It would seem wiser to maintain ad- 
vertising support and forego profits 
temporarily, if need be, until the 
basic cause for the sales decline can 
be determined and corrected. Other- 
wise, the brand’s standing may de- 
cline to a point where far larger ex- 
penditures will be needed to recapture 
the market—if it can be recaptured 
at all! 

6. Failure to adhere to long-range 
marketing policies. Once a goal has 
been set, there is a great temptation 
to shift policies whenever minor set- 
backs occur. Today’s marketing ex- 
ecutive must school himself in pa- 
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tience and allow ample time fe 
significant trend to develop. 

7. Failure to differentiate b 
short-term tactics and long 
strategy. There has been a tre 
dous increase in both the nu 
and frequency of special sales 
motions in recent years. While the 
promotions have their place ; 
achieving limited objectives, 
marketing people have a tendencg 
rely on them to achieve long+ 
goals as well. But sales gains f 
special promotions are only te 
rary, and the brand’s share of 
market usually returns to its for 
level. 

8. Failure to admit defeat. 
of us like to see our creations 
as failures—whether it be a pro 
idea or a sales technique. But omg 
we've been proven wrong by the 
of the consumer, we should face 
to it, learn from our errors, and 
be afraid to change. 

9. Failure to try new ideas 
a brand is climbing. There is a 
deal of reluctance to change a wi 
Yet a new package, a new design, 
a change in product formula 1 
easily accelerate the brand's 


11. 
your | 
world 
and ii 
while 


progress. — 
10. Failure to integrate all - 
of the marketing operation. No om 
putting 


phase of the marketing operation cam Wh: 
be relied upon to carry the ball The 
the product. When specific moves 


contemplated, big dividends can of — 
be earned by giving consideration oats 
the same time to the many of per cen 
phases of the marketing programy os, 
such as quality of the product, f dele 6 
of product, and its packaging per cer 
distribution. steadily 
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‘I per cent of net worth. 


11. Failure to appraise objectively 
your competitor's brands and your 
own. It’s the easiest thing in the 
world to underestimate the resources 
and ingenuity of your competitors, 
while at the same time overestimat- 


THE LARGE AMOUNT of nonsense 
written and spoken about automation 
has given credence to three major 
misconceptions which could seriously 
impair the success of what is ac- 
tually a technical, sociological and 


i marketing evolution. These three dan- 
S cerous fallacies are: (1) Automation 


is too complex for smaller companies; 
(2) automation will force technologi- 
cal unemployment; and (3) automa- 
tion is a technical, not a marketing 
evolution. 

Many people fail to understand the 
significance of automation because 
they don’t know why it has entered 
their lives. The technical principles 


4.4 0f automation have been known, in 


theory, at least, for several decades. 
But not until now have economic and 
sociological conditions been right for 


putting the principles into practice. 


What are these conditions? 
The first one is the level of costs 
and profits. In 1950—a fair year— 


[net manufacturing profits after taxes 


were 7.1 per cent of sales and 15.4 
In 1955, a 
sensationally good year, net profits 
were 6.7 per cent of sales and 15 
per cent of net worth. Costs are 
steadily rising, profits dropping over 
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ing the position or reputation of your 
own brand. 
a From an address by A. C. 
Nielsen, Jr. (Executive Vice 
President, A. C. Nielsen 
Co.) before the Association of 
National Advertisers, Inc. 


Three Dangerous Fallacies About Automation 


the long pull. Automation will help 
reverse that trend. 

The second condition is the need 
for greater productivity to keep our 
rate of improvement in living stand- 
ards going up steadily. Our rate of 
increase in productivity has been de- 
clining since 1919, according to fig- 
ures developed by the Bureau of Labor 
Statistics. In manufacturing, the av- 
erage annual gain from 1919 to 1929 
was 5.3 per cent, while from 1947 
to 1953 it was only 3.4 per cent. 

Some experts believe that in the 
next 20 years we must show an aver- 
age annual increase in output per 
man-hour of at least 3.5 per cent if 
we are to supply the growing demands 
of a growing population. It is esti- 
mated that at this rate of increase the 
average worker in 1975 will be pro- 
ducing $8,015 in goods and services 
Che produced $4,452 in 1940 and 
$2,612 in 1900). Automation is one 
answer to this need for greater pro- 
ductivity. 

Many labor leaders genuinely fear 
that automation will cut employment, 
and it is true that it can displace 
workers temporarily. But the com- 
pletely automatic factory is a myth. 
Fred Crawford, chairman of Thomp- 
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son Products, Inc., recalls that in 
1918 his company had 200 workers. 
For 38 years it has been buying all 
the labor-saving machinery it could 
lay its hands on. Today, Thompson 
employs 21,000. 

Of 13 automated plants studied in 
one recent survey, 12 have higher 
employment than before the change— 
usually because the plant has more 
business than formerly. 

The worker isn’t the only one who 
must defeat the automation bogey- 
man. Some management men have 
their fears, too. One automotive com- 
pany reports tough sledding in its re- 
cent efforts to persuade some of its 
suppliers to automate. “They claim 
it’s too expensive, or they haven't the 
engineering to cope with it, or they 
need a three- or four-year guarantee 
of our business.” 

This last, an assured market, is the 
hard core of management's fear. It 
serves to emphasize a tremendously 
important prerequisite for successful 
automation: a predictable, stable and 
expanding market. Economic and 
sociological pressures have forced au- 
tomation on us; automation is forcing 
new marketing concepts on us. As 
economist Peter Drucker points out, 
to apply automation to the manufac- 
ture of kitchen appliances, such as 
ranges, dishwashers, and automatic 
washing machines, would require an 
organized market for second-hand ap- 
pliances. It might even be necessary 
for the manufacturer to stop selling 
appliances entirely. He might have 
to sell the housewife a five-year serv- 
ice policy, with the appliances on loan 
or at a nominal rent. At the end of 
five years, they would be replaced by 
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new appliances, making possihie 
predictable production schedule. 

Fantastic? Management at Gif 
Frigidaire Division has been to 
with just such notions. 

Management must learn more aboy) 
automation. P. H. Alspach, man 
of General Electric’s Equipment } 
velopment Laboratory, Manufacturj 
Services, says: “Today, the cha 
of automation has shifted from tk 
manufacturing area into the manag 
ment area.” He and a few othes 
like him in industry have a news 
signment: selling middle managemey 
in their own companies on the nee 
for automation and analyzing hor 
various management job functions wil 
change under its impact. 

The common complaint that aut 
mation is only for big companies * 
disproved by the experience of small 
firms like Lee Silver Service Co., i 
Detroit plating job shop. Lee Rad 
its president, started automating 
years ago with the purchase of 
feet of conveyor belting, and he hs 
been automating his plating lines ew 
since. Five years ago, the 40-ma 
company had sales of $500,000. Mr 
Radke employs 295 now and gross 
$5.5 million last year. 

Technical problems in automation 
remain, but they're being solved. kt 
is the human and managerial difficu: 
ties that continue to plague us. Failur 
to dispel them will mean that aute 
mation is truly a bogeyman. Succes 
in resolving them will mean autom 
tion can bring a bonanza to of 
economy. 














= STEEL 
October 15, 1956, 
p. 109: 
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Wages Keep Pace—and Then Some 


| THE AVERAGE U.S. PRODUCTION WORKER in manufacturing doesn’t have 
GM; to work as long as he did five years ago to buy most- key consumer items, 
the National Industrial Conference Board reports. In August, 1956, 12 
out of the 16 goods and services charted by the Board cost less in terms 
of hours of labor than they did in August, 1951, with declines in work- 
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= time ranging from 4 per cent for a movie admission to 42 per cent for 
ager a pair of nylon stockings. 
t De A worker had to work 30 minutes to buy a dozen eggs in 1951, but 
turing only 19 minutes in 1956—a drop of 36 per cent. Similarly, a pound of 
lleng bacon, down from 26 to 19 minutes, requires 27 per cent less labor 
n th today. And to purchase a pound of coffee now takes 31 minutes of work, 
nage compared with 33 minutes in the earlier period. Also down in worktime 
sther equivalents are a man’s suit (from 33 hours and 44 minutes to 24 hours 
oh and 38 minutes); a refrigerator (from 149 hours and 53 minutes to 
117 hours and 31 minutes); and nylons (from 47 to 27 minutes). 
as Of the 16 key consumer items, just two require the same amount of 
nett worktime today as they did five years ago: bread (6 minutes for a one- 
hor pound loaf) and gasoline (9 minutes for a gallon). 
$ wil Potatoes and haircuts were the only items that showed increases over 
the five-year period. To buy a 10-pound sack of potatoes, the worker had 
aute- to work 19 minutes in 1951; now he must work 26 minutes, or 36 per 
ies is cent longer. A man’s haircut is up from 40 to 43 minutes—a rise of 7 
smal per cent. 
0. 4 


7 Getting an Accurate Picture of Employee Relations 
> he A NEW TOOL for measuring the state of a company’s employee relations 
ever is being developed by General Electric Co. Called the “Employee Rela- 
a. tions Index,” it is a composite of personnel statistics picked for their 
Mr bearing on employee attitudes. 
an Eight factors are used in computing the index: periods of absence, 
initial visits to the dispensary for occupational reasons, separations from 

{ the payroll, grievances, work stoppages, disciplinary suspensions, number 
ation of suggestions for operating changes made by employees, and extent of 
1. I participation in the company insurance plan. Data on these factors are 
ficul- generally available in personnel records, time cards, or other routine 
iilure sources. These are the jobs the index is supposed to perform: 

auto 1. Help local managers evaluate the impact of company policies, 
cces operating conditions, etc., on employees. 
ome 2. Measure trends in employee relations over a period of time. 

ow 3. Suggest areas of possible future trouble. 

4. Help managers and foremen supervise more effectively. 
5. Help managers control personnel costs. 

om —Labor Policy and Practice (The Bureau of National Affairs, Inc. 
09:4. Washington 7, D.©.) No. 345 
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Needed: More “Sell” in Employee 
Communications 


A COMPANY MANUFACTURES and 
distributes not one type of product, 
but two: the economic product on 
the one hand, and the social product 
on the other. We manufacture cer- 
tain relationships: the relationship 
between management and employees, 
between plant and community, be- 
tween company and government, be- 
tween supplier and company. Just as 
we have to merchandise the economic 
product in order to gain market ac- 
ceptance, we also have to merchan- 
dise our social product. 

Most people will agree that our 
industrial system is superior to our 
skill in merchandising it. We have 
great research laboratories working 
constantly to develop new products. 
But in the social field the tendency 
of American industry has generally 
been to resist new developments. 

Consider, for example, the area of 
job benefits. The fringe benefit pack- 
age is costing more and more these 
days. In 1930 it cost industry only 
about half a million dollars. The 
best estimate for 1955 is $11 billion. 

What are companies getting for 
this tremendous expenditure? We 
know they grant benefits, theoreti- 
cally, to reduce personnel turnover; 
to build a sense of security, morale 
and loyalty; to protect the employees; 
and to remain competitive in tight 
labor markets. But there is a great 
deal of doubt among many companies 
as to whether they achieve these ob- 
jectives. Twenty-six out of 50 com- 
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panies in a recent survey said 
they do not believe employees re; 
or appreciate what is being done 
the way of job benefits. They ¢ 
them for granted. 

In addition, 19 of these 50 q 
panies said that they do not beliex 
their communications are very eff: 
tive in putting their story across, g, 
gaining employee understanding. 
situation calls for a careful study 
communications, and presents a gre 
opportunity to do a better job of me 
chandising. 

One company made a careful stad 
of its whole employee benefit 7 
gram, including the pension p 
which was paid for entirely out 
company funds. They were amaz 
to discover that 83 per cent of 
employees were under the impres 
that part of the cost of this pensin 
plan was taken out of their wage 
Significantly, the survey revealed thi 
employees who knew the facts rated 
the pension plan highest. 

Employee publications are one d 
the principal channels to the workers 
mind. Yet, although 
of benefits is one of the problem 
faced by management today, only 4 
out of 100 companies in anoth 
survey give emphasis to the intel 
tation of benefits in their employe 
publications. 

We must help the employee to 
derstand how he can achieve secuf 
by explaining how he helps make 
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tirement on pension possible. 
company can pay pensions because it 


is able to meet competition. It can 
only stay competitive if its employees 
are productive. 

Many manufacturing employees 
agree that they can do a great deal to 
help management meet competition. 
But most of them say there is little 
communication between management 
and the rank-and-file worker. 

There are four steps which add up 
to creating a better employee attitude 
toward cost cutting: (1) Create 
awareness; (2) get participation; (3) 
set up realizable goals; and (4) build 
a sense of reward. 

One big company—DuPont—is 
making extensive use of small discus- 
sion groups to get employees to par- 
ticipate and become involved in the 
problem. These meetings are produc- 
ing more efficiency, greater participa- 
tion, and worthwhile suggestions. 
Improved face-to-face communica- 
tions have built a better work spirit. 

Other communications media are 


being used by management, such as 
supervisors’ meetings and employee 
publications. Use of employee letters 
is on the rise. This form of communi- 
cation is inexpensive, flexible, and 
amazingly effective at the grass roots. 
Plant tours are on the increase, and 
motion pictures are now used by about ° 
40 of the 50 companies surveyed. 
We know from many studies that 
there are certain road-blocks in the 
flow of ideas between employees and 
management. Two of these, which 
are continually turning up in expres- 
sions of employee attitudes, are “You 
won't share with us,” and “You don’t 
care.” Where workers feel that man- 
agement puts efficiency ahead of 
everything, management faces a road- 
block to understanding that can only 
be overcome by constantly expound- 
ing its sales argument to employees 
through every possible medium. 


a From an address by Dr. Claude 
Robinson (President, Opinion Re- 
search Corp.) before the seven- 
teenth Personnel Institute of Ohio 
State University, Columbus, Ohio. 


U. S. Dollars Go Abroad 


ALMOST EVERYWHERE in the free 
world, U.S. capital and know-how 
are joining up with foreign manpower 
and materials, and the result is a 
better life for millions of people. 
In Saudi Arabia, Arab workers are 
building a pipeline to tap the Arabian 
American Oil Co.’s new Safaniya 
field. Outside Manila, Filipinos are 
turning out tires in a new Goodyear 
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plant with all the efficiency of their 
U.S. counterparts. Peruvian workers 
are manufacturing chemicals at 
W. R. Grace’s Paramonga plant. It 
all adds up to a giant private Point 
Four program. 

Today the foreign investment pace 
is quickening, and the benefits to 
other countries are growing larger. 
In all, thousands of risk-taking busi- 
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nesses—ranging from giants like the 
Arabian American Oil Co. (with a 
$750 million stake in the Middle 
East) to a small ink maker (with a 
$1,750 project in the Netherlands) — 
had invested a record of $19.2 bil- 
lion in plant and equipment in for- 
eign countries by the end of last. year. 

Direct investments were expected 
to climb another $2 billion in 1956 
vs. $1.5 billion in 1955. Last year, 
Americans earned a record $2.8 bil- 
lion—almost 15 per cent—on their 
direct foreign investments. 

Despite some lingering and thread- 
bare talk of dollar imperialism, most 
foreign countries don’t begrudge 
U.S. industry's effort to make a profit. 
They not only welcome American 
capital and know-how, they actively 
solicit them. The Netherlands, Bel- 
gium and North Ireland, to mention 
just three, have set up organizations 
to hunt the Yankee dollar. 

They want the money, of course, 
because they know it means jobs for 
their citizens. And U.S. companies 
abroad deliberately employ as many 
foreign nationals as possible. Na- 
tional Cash Register has 18,000 
persons in its foreign operations; only 
six are Americans. 

The benefits spread far beyond 
immediate employees. When Sears, 
Roebuck & Co. opened its first Mexi- 
co City store in 1947, its figured it 
would have to import 70 per cent of 
the merchandise. Now it actually buys 
91 per cent of its supplies in Mexi- 
co. Sears taps about 1,300 local 
sources, some of which the company 
itself helped set up. Some 600 
farmers earn more than $6 million 
a year providing fruits and vegetables 
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for H. J. Heinz Co.’s canning opera- 
tion in Leamington, Ontario. 

Furthermore, the taxes and royal 
ties American companies pay on the 
earnings from their foreign invest 
ments have brought truly fabulous 
benefits to some countries. Venezuela, 
for instance, collects about $500 
million a year from foreign oil op 
erations. 

American companies operating 
abroad need healthy, well-trained 
workers to get their job done. In 
many cases, that has meant setting 
up schools and hospitals. But their 
activities have gone beyond even that. 
They have built houses, roads, rail 
roads, dams, power stations. They've 
set up college scholarships, financed 
research in tropical diseases. 

Great as these accomplishments are, 
many business men say they ought to 
be greater. Some estimates on the 
amount of money the U.S. should be 
investing abroad — both private and 
public funds — run as high as $10 
billion a year. 

Whatever the amount needed, there 
are many observers — and they are 
staunch free-enterprise advocates — 
who say private industry can’t accom 
plish the job alone. The reason is 
that, in undeveloped areas, some vital 
projects simply won't yield a profit at 
this stage. Governments must supply 
“social capital” — money for roads, 
without which there is no market for 
automobiles; funds for electric-power 
projects, without which TV and ap 
pliance makers can’t sell their wares. 

Even excluding this broad field, 
many business men believe industry 
is not doing as much as it can. There 
are good reasons, of course. High on 
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the list: Prosperity at home provides 


1. Make up your mind that you're 


= ample opportunity for profits without _in a foreign country for the long pull. 
the worries and risks of overseas in- If you’re looking for a quick profit, 
yah vestments. stay out. 
the Business men say the U.S. govern- 2. Be willing to plow back most of 
— ment can do more to stimulate for- your earnings and take little or no 
tlous eign investment. And unquestionably profit in early years. 
uel, the first thing they would like to see 3. Respect the local customs and 
- is some relief from double taxation traditions. 
? of their foreign earnings. A beefed- 4. Don't offend local pride by 
ting up program to guarantee investments “showing how America does it.” For- 
ied against expropriation and to permit eign nationals think they're pretty 
In conversion of funds is also high on good workmen, too. 
. the list. 5. Above all, stay completely out 
a Though admitting that there is an _ of local politics. 
that initial role for government aid in some “Doing business overseas,” observes 
rail areas, business men firmly insist that National Cash Register president Stan- 
ey've the major job in the long run must ey C. Allyn, is “largely a matter of 
~~ be done—in fact, can only be done _|earning to live with the complexities 
successfully—by private capital. But and to roll with the punches. The 

ane, to do that job, business must face up — rewards—if you succeed—are worth 
ht t to the responsibilities as well as the the effort, many times over.” 
e opportunities. Here are some sugges- setiheciaiialias 
Id be tions for foreign investors from ex- Netanier & 1956, 
a perts in the field: p. 96:5. 
$10 
there ‘ 
= How Bad Is the Engineer Shortage? 
a a A 
com SOME OF industry's current engineering manpower needs and practices 

, being employed to alleviate the shortage of technical personnel were re- 
- ? cently examined in a survey of 313 industrial firms of all sizes and types 
> vital conducted by Mill & Factory. Among the findings: 
ofit at A large majority of the companies, 69 per cent, reported a need for 
supply additional engineers. The fields of greatest demand for such skills were: 
roads, mechanical engineering, with 92 per cent of the companies reporting 
et for shortages mentioning this category; industrial engineering, listed by 52 
power per cent of this group; electrical engineering, by 51 per cent; chemical 
d ap engineering, by 33 per cent; metallurgical engineering, by 32 per cent; 
weal civil engineering, by 15 per cent; aeronautical engineering, by 6 per cent; 

field, and ceramic, optical, agricultural, and physicists, by 10 per cent. 

A regular program of recruiting engineering graduates is maintained 
dustry by 47 per cent of the responding companies; 88 per cent of the companies 
There report training less-skilled workers for routine engineering tasks; and 71 
igh on per cent emphasize that they use engineers only for engineering work. 
REVIEW FEBRUARY, 1957 27 











Today’s Civic-Minded Executives 


Tue pay of the great private fortunes’ 


is gone. People no longer can give 
only money to community projects— 
they must give themselves. So says 
Thomas H. Coulter, head of Chicago’s 
Association of Commerce and Indus- 
try. With this, most U.S. business 
men are in full agreement. While 
civic-minded executives and _ their 
companies still write generous checks 
(in 1955 corporate donations of 
$100 and up totaled 40 per cent of 
Community Chest donations, 34 per 
cent of United Fund contributions), 
many business men are not content 
to discharge their public responsibil- 
ities with cash alone. Instead, more 
and more executives are donating 
time and talent to civic projects, from 
the Red Cross to slum clearance. 
Partly, the new attitude comes 
from the general change in 20th 
century business philosophy. Where 
companies were once concerned only 
with products and payrolls, today’s 
business man feels that he is a civic 
leader with a social responsibility to 
the market he serves. “Business has 
a golden opportunity to demonstrate 
that it can be responsive to more 
needs of society than its material re- 
quirements,” says Frank Abrams, re- 
tired Standard Oil Co. (N.J.) chair- 
man, who spends at least two days 
each week on civic projects. But 
partly, too, the new civic-mindedness 
is just good hardheaded business 
sense. Chicago’s Commonwealth Edi- 
son Co., for example, spent more 
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than $5,000,000 after World War 
II on promotion to bring some 1,000 
new plants to the area, all of which 
helped Commonwealth as well. 

Many U.S. companies have devel- 
oped elaborate programs of civic aid. 
Chicago’s Marshall Field department 
store has a special vice president in 
charge of civic affairs. Each year in 
Houston, Humble Oil & Refining Co, 
lends a full-time staff of 100 Humble 
employees to help organize the United 
Fund drive, while Boeing Airplane 
Co. will lend six of its bright young 
executives to the Seattle United Fund 
this year, paying their salaries while 
they spend three months organizing 
plant solicitation drives. 

In companies with no formal pro 
gram, the president often encourages 
his top men to do as much as they 
can on their own in civic affairs, 
Many of the biggest companies en 
courage employees to take on public 
tasks. At DuPont so many executives 
are active that the company makes a 
point of cautioning them to “partici- 
pate in, but not dominate” Delaware's 
civic projects. 

As companies increase their civic 
work, the heaviest load inevitably falls 
on the president himself. Just as he 
has the know-how, energy and cor 
tacts to make his business succeed, $0 
is he invaluable to civic projects. 
Some presidents give as much as 30 
per cent of their time to civic pro 
jects. 

Many business men and civic lea¢- 
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ers deplore the fact that too much of 
the work is still done by those who 
have always done it—for .a willing 
worker is in high demand. They also 
point out that there are still too 
many “letterheaders,” business men 
who merely lend their names to a 
civic campaign without also lending 
their time. Recently, however, more 


young men are sharing the load. Both 

they and their companies realize that 

it will give them invaluable expe- 

rience; they will meet the top men in 

their fields; and they'll learn to talk 
and think on their feet. 

a TIME, 

September 24, 1956, 

p. 86:1. 


Getting the Kinks Out of Profit-Sharing: 
One Company’s Experience 


Not LONG AGO, a Charleston, W.Va., 
company marked the 15th anniver- 
sary of its profit-sharing retirement 
trust, which has paid out more than 
$300,000 in employee benefits and 
now holds assets worth nearly $442 
million. 

“We're proud of the record,” says 
Henry B. Wehrle, Jr., financial vice 
president of McJunkin Corp. “The 
trust makes employees partners in the 
business and provides liberally for 
retirement. But we've also learned 
that profit-sharing is not as simple 
as it sounds.” 

After 15 years’ experience, man- 
agement feels the trust’s objectives 
are being fulfilled. But there were, 
and still are, problems, says Mr. 
Wehrle, who believes any manage- 
ment contemplating a plan of this 
type should ask itself these six ques- 
tions: 

1. Will the plan be understood? 


The trustees say this has been 
their hardest problem. The manage- 


FEBRUARY, 1957 





ment has published two booklets 
covering questions employees ask 
most frequently, and it-distributes an 
annual statement for employees on 
profits and trust assets. Individual re- 
ports are also prepared for partici- 
pants, listing their insurance assets, 
profit credits, and income to be ex- 
pected on retirement. 

“But an annual statement isn’t the 
same thing as money in the pocket,” 
Mr. Wehrle points out. “It’s hard to 
get people thinking of assets in the 
bank as their own when they haven't 
actually felt the cash. We are spend- 
ing more time now indoctrinating new 
employees, and we believe our older 
employees understand the plan fairly 
well. But we still haven’t done enough 
with publicity.” 

2. Will employees 
benefits? 

It was difficult to gauge apprecia- 
tion of the plan at first because em- 
ployees don’t experience its major 
direct benefits until they retire. The 


appreciate its 
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present benefits—automatic savings, 
profit-share credits, free life insur- 
ance, and avoidance of income tax 
on trust accounts—are not concrete 
enough to be readily appreciated by 
employees. 

“There’s really only one way to 
judge the reaction of present em- 
ployees,” says Mr. Wehrle, “and that’s 
by their productivity. If we make a 
good profit, it is largely due to the 
fact that every one has made an 
effort.” 

3. What happens to profit-sharing in 
bad years? 

McJunkin’s is not an annual cash- 
payment plan, but a retirement trust 
to which profit-shares are contributed 
for future benefits. “A big danger of 
cash profit-shares is the effect on 
pocketbooks and morale if profits 


drop,” Mr. Wehrle points out. “Our 


plan minimizes this risk; the partici- 
pants would miss an addition to sav- 
ings in a bad year, but not money 
they depended on for living ex- 
penses.” 

Profit-shares are used to buy re- 
tirement insurance policies for most 
of the participants, and there is still 
some risk that profitless years would 
endanger these policies if premiums 
were in arrears. However, it’s the 
trustee policy to maintain a reserve 
fund sufficient to pay three years’ 
premiums. 

But Mr. Wehrle is convinced that 
profit-sharing has no place in a mar- 
ginal operation. “Only a management 
fairly sure it could make some profit 
every year would want to take the 
chance, particularly with a plan like 
ours, tied to insurance premiums.” 
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4. How can both company’s and em- 
ployees’ interests be protected? 

The McJunkin plan protects the 
company from a drain on resources 
if no profit is made because the em- 
ployees’ trust, not the company, is 
liable for insurance premiums. On 
the other hand, the reserve in the 
trust protects policies for at least three 
years, and management must contri- 
bute if a profit is made. 

Employees, not the company, own 
the trust, and management cannot 
use any of its funds in the business 
or borrow on its assets. The trust can 
be discontinued by the company, but 
on liquidation employees would get 
the full value of their accounts. 

“These provisions had to be bak 
anced carefully to make sure the com- 
pany was not undertaking an obliga 
tion it couldn’t live up to and em 
ployees were really getting something 
of value,” Mr. Wehrle points out. 
“Such a deal can’t be oversimplified. 
It has to be legally binding for every- 
one’s protection.” 


5. How can the rights of old and 
new employees be balanced? 

The management believes _ that 
early participation in the plan (em 
ployees get profit credits after two 
years) and the life insurance and tax 
savings features appeal to new em- 
ployees, though it realizes young 
people aren’t preoccupied with retire- 
ment. “We can’t put new employees 
interests ahead of veterans’,” says Mr. 
Wehrle in explanation of why short- 
timers get no profit-share credits and 
3-to-12-year employees get less than 
their full pay-off share if they leave 
(portions of shares thus “forfeited” 
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are divided among trust participants ). 
“But we did want to let people into 
the plan early enough so it would 
cover the majority of employees.” 

6. How can employees be sold on 
the desirability of savings rather than 
cash? 

“All of us like the idea of cash, 
but we’re also more security conscious 
than we used to be and we expect 
to live longer. We're also very con- 
scious of personal income taxes. 

“These are the points we stress 
about our plan. Over the years our 
people see their accounts grow quite 
large, and they can appreciate this 
kind of saving. In every case when 





an employee has died, his trust ac- 
count has been the biggest part of 
his estate. 

“We explain that our profit plan 
can be more liberal than others be- 
cause it is tied to the retirement plan, 
and, for the same reason, the retire- 
ment benefits are more attractive. 

“This makes a good appeal to com- 
mon sense,” concludes Mr. Wehrle. 
“How well it sinks in depends on 
how skillful we are in getting all the 
facts across to every employee.” 


a Van Ness Philip. 
INDUSTRIAL DISTRIBUTION, 
January, 1957, 

p. 91:4. 





a 
wy 








PERSONNEL 
MANAGER 


Cs 














“Please, Thewson. This gentleman hasn't been hired yet.” 
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In crttes all over the country execu- 
tives not only have to pay a lot more 
for secretaries, typists, office machine 
operators, and messenger boys, but 
many just can’t get competent help 
even at the new high rates. And the 
shortage of white-collar employees is 
likely to continue. 

This makes it an excellent time for 
most companies to review their pres- 
ent white-collar recruiting practices 
and employment policies. Here are 
some points to consider in the recruit- 
ing area: 

1. If you have a ban on hiring 
relatives or friends of employees, does 
the shortage warrant a review of the 
pros and cons of this policy now? 

2. Older women now comprise an 
available pool of competent office 
help. Does your company have an 
age bar that is unrealistic? The same 
applies, of course, to members of 
minority groups and partially handi- 
capped persons. 

3. Many companies have eased 
the white-collar shortage by employ- 
ing two women, each half-time, for 
a full-time job. This opens up a large 
pool of married women, college giris, 
women whose children have grown 
up, etc. 

High turnover of office employees 
is another problem that needs atten- 
tion. There are no pat solutions, but 
here are some factors to consider: 

Employees who have to perform 
tasks considerably below their level 
of competence are the ones most likely 
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Getting and Keeping White-Collar Workers 





to leave the job. Whenever possible, 
these people should be advanced to 
more skilled positions before they 
advance themselves out of the com- 
pany. 

What kind of introduction does a 
new employee get to his work and 
your company? What kind of a brief- 
ing as to his future in the firm? A 
substantial cause of turnover is the 
“gold-plated promise” that tarnishes 
as time goes on. Companies with less 
than 20 per cent turnover in the first 
five years—a good record—point out 
that when they hire a new man, they 
appraise his future in the company 
honestly and accurately. 

If a company’s prestige in the com- 
munity is high, and working con- 
ditions in the firm are generally 
favorable, the employee’s initial ap- 
proach to the job is almost always 
positive. The danger point is reached 
after an employee has been with the 
company for some time. The initial 
halo rusts a bit, and attention shifts 
almost entirely to actual working con- 
ditions. The greatest turnover level 
occurs at this point. 

Surveys show that worker involve- 
ment rises again once the mid-term 
danger point is passed, as the person 
begins to feel like “an old hand.” 
Management should consider a re- 
orientation program for people who 
have been with the firm a while, to 
get them involved again with the 
company, its problems, and _ their 
future in the organization. 
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Methods of handling white-collar 
employees’ gripes often need improve- 
ment. From a union’s point of view, 
mployee dissatisfactions are a tempt- 
ing soft spot in management's de- 
fenses. In almost every company, 
working people have some gripes, and 
many just don’t have the courage or 
will power to make their grievances 
known. 
The solution, of course, is to es- 
tablish or reinforce those company 
procedures which make it easy for 
even timid employees to air their com- 
plaints to the only people who can 
really do something about correcting 
inequities—company management. 
Management should encourage every 
supervisor to ask each of his subordin- 
ates, every few months, “What 
troubles you most about your job?” 
Often, of course, a serious grievance 
will concern an action of the employ- 
e’s own supervisor, who then be- 
comes the last person he wants to ap- 
proach with his complaint. For such 
cases, it’s especially valuable to de- 
signate one senior officer of the firm 
who, at specified times, will listen to 
employees with complaints. 
Some successful experiments have 
ben made with regularly scheduled 
meetings (once a month, say) in 
which employees have a_no-holds- 
barred airing of grievances. Their 
supervisor is not present and the meet- 
ing is chaired by a representative of 
top management. Result: Fake or 
petty complaints die on the vine, be- 
cause employees aren’t apt to voice 
phony complaints in front of fellow 
workers. 

‘It pays to join a union.” That's 
ome slogan on union handouts that 
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has direct appeal for white-collar 
workers. The union will tell or re- 
mind them that they now average 
smaller paychecks than factory work- 
ers, though the opposite was once 
true. 

Before the union starts distributing 
handbills, management should make 
a careful comparative check of white- 
collar pay. Inform employees of com- 
petitively favorable company pay 
scales whenever possible. It’s sur- 
prising how many businesses allow 
this part of the story to go untold, 
while false information flourishes. 

It’s sound policy also to review 
the fringe benefits offered by your 
firm and compare them with the 
benefits offered by your most im- 
mediate competitors. As in the case 
of direct wages, if your company 
stands up well it’s wise to let your 
employees know. A company which 
finds it has lagged may want to con- 
sider revisions in paid vacations, sick 
leave, holidays, jury duty pay, and— 
if prevalent in the industry—profit- 
sharing, stock options, or investment 
funds. 

White-collar promotion policy 
should also be reconsidered. Com- 
panies with low turnover make it a 
practice to tell each employee, at ap- 
propriate intervals, where he stands 
in regard to promotion—and why. 

It’s to management’s benefit—as 
well as the benefit of the most compe- 
tent employees—to keep promotion a 
reward for skill and accomplishment, 
not a sop for simply staying with the 
firm. All but the least competent em- 
ployees want to know that their ad- 
vancement depends’ on their indivi- 
dual merit. 





Employees, however, will want the 
strict seniority system if a firm makes 
it a practice to advance people on the 
basis of favoritism rather than compe- 
tence—or if policy is so muddled that 
favoritism seems to be the key. 

It’s the favoritism top management 
doesn’t know about that can do the 
greatest damage, and where the white- 


How Industry Is Battling Noise 


How TO REDUCE NOISE or live with 
it is—literally—a $64 million ques- 
tion for industry today. U.S. com- 
panies are spending just about that 
much money each year to fight noise, 
from the deafening roar of the jet 
plane to the bothersome click in a 
business machine. This annual in- 
vestment in acoustical materials, 
sound-mecsuring devices, and expert 
advice is actually a cheap gamble 
against bank-breaking odds. One state 
industrial commission official estimates 
that loss-of-hearing claims against 
United States industry now total $2 
billion! 

This is because, in 1948, a court 
upheld the first compensation award 
to an industrial worker whose hear- 
ing had gradually been destroyed by 
the noise of the drop forge at which 
he worked. That ruling opened the 
way for preparation of hundreds of 
similar suits. Then, in 1951, the 
flood gates really opened with another 
decision—a court order allowing 
damages for partial loss of hearing or 
the job over a period of time. That 
same year, 263 men claiming hear- 
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collar union drive will find its strong 
est support. Try running a quiet cheek 
on what the actual promotion practic 
is at “platoon” level. Top manage 
ment may be surprised. 


eStTraFF REPORT: PERSONNEL Res 
trons (Research Institute of America, 
589 Fifth Avenue, New York 17. 
N.Y.) October 23, 1956 


ing damages sued Bethlehem Stee 
for a total of $5 million. The suis 
started pouring in. 

Small wonder that insurance com 
panies are pressuring factories 
make sound studies, to tackle noix 
seriously on a long-range basis, and— 
in some cases—to quit dragging their 
heels on the problem. 

A New York paper reports tha 
the annoyance of horn-honking is om 
factor chasing some industries out d 
New York City. In Chicago, dow 
town traffic noise is actually 1,00 
times more intense than the noise it 





a typical private office. Regiond 
planners throughout the nation nov 
consider escape from noise on a pa 
with escape from impure air an 
housing congestion as a cause of the 
mass move to suburbia. 

The factory noise, the street noise, 
the noise in the skies and in t 
home—all these are becoming so wt 
bearable that a leading medical # 
thority in the field, Dr. Howard P. 
House, suggests: “It may be thi 
the levels of human tolerance hat 


already been reached.” 
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How to measure and evaluate 
annoying sounds is one problem in- 
dustry wants solved by the acoustic 
experts. Intensity of sound can be 
easily measured, but the noise spe- 
cialists can show that loudness in 
itself need not be annoying or im- 
pair the hearing. Other factors — 
such as pitch of the sound, age of 
the listener, rhythmic factors, and 
individual susceptibility — figure in 
the effect upon the human ear. 

IBM is one of the many big cor- 
porations with a war budget against 
noise. Some firms have their own 
equipment and consultants while 
others work with a Chicago organiza- 
tion which has pioneered in sound 
research and engineering: Armour 
Research Foundation of Illinois Tech. 

Government, too, is working 
against noise. A committee of 40 
men representing 25 industries and 
other interested agencies was formed 
under state authority four years ago 
to find out just what noise was doing 
to industry in Illinois. They agreed 
that workers in injuriously noisy jobs 
should wear ear protectors—just as 
safety glasses and respirators are 
worn in other hazardous industrial 
duties. But the committee found 
that most factory workers consider 
earplugs a bother and even rational- 
ize them into a hindrance to their 
duties, even though they reduce noise 
intensity 100-fold. 

This year, unions in the noisy 
industries of drop forging, boilermak- 
ing, and shipbuilding are including 
in their contract negotiations a re- 
quest for flat annual payments to 
workers who suffer hearing loss. 

What are the chances that in- 
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dustrial noise problems can be solved? 
The scientists are faced, first, with a 
shocking lack of basic knowledge con- 
cerning many aspects of the problem 


itself. They have a multitude of 
measuring devices and_ evaluation 
techniques, but these cannot tell 
management what proportion of lost 
hearing is traceable to the human 
aging process, to inheritance factors, 
and to exposure to non-industrial 
noise—as well as to noise on the job. 

One fond dream of the acoustician 
is the development of a _ universal 
engine design which will produce 
vibrations in the ultrasonic range, un- 
heard by the human ear (much like 
a dog whistle). Already, General 
Electric has built a machine which 
fights noise with noise. Its loud- 
speaker sends out a canceling wave 
which produces a “beam of silence” 
when aimed at a noisy transformer. 
But so far, there is a big bug in 
that gadget: Although the noise is 
blanked out in the direction of the 
beam, there is more noise in other 
parts of the room. 

While noise in factories is under 
attack, another battle is being waged 
against noises in the finished prod- 
uct. Manufacturers have learned 
that even soft noises can be annoy- 
ing under certain circumstances. For 
example, the slight click of a thermo- 
stat in an electric blanket can be 
an irritation when the user is just on 
the verge of sleep. More and more, 
makers of other consumer items stress 
in their advertising the quiet opera- 
tion of their products. 

= Milton Golin. 
ComMERCE, October, 1956, 
p. 20:5. 
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Can Work Be Made Meaningful? 


MASS-PRODUCTION INDUSTRY is getting caught in a web of its own 
making. Management has created a technological environment which 
fails to consider necessary personal satisfaction and meaning in work 
and which thereby militates against the company’s own objectives. Much 
has been attempted, as a result, to offset this weakness without correcting 
it. 

Well aware of the loss in efficiency and the long-run social threat from 
lack of work satisfaction among their rank and file, employers have tried 
many curatives. Apart from attention to wages, standard welfare benefits, 
and fixed working conditions, managements have resorted to a rather 
heady array of “human touches.” 

Among these, merit awards, picnics, time off for Christmas shopping, 
and discounts on company products go way back. Newer measures include 
color dynamics, holidays on birthdays, country club membership, piped- 
in music, and umbrellas for going home in rainy weather. But these 
actions are paternal, not fraternal, in nature. They help, but they do 
not get to the heart of the problem. 

Fringe benefits for fun, budget aids, and security now cost employers 
20 per cent of payrolls. U.S. companies pay out far more money for 
employee recreation than municipalities spend for all the public parks 
and playgrounds in the country. 

Yet workers dislike their work and feel suspicious or even hostile to- 
ward management. The two main sources of workers, dissatisfactions are 
pressure and impersonality. Both of these are getting worse in the present 
conduct of our business affairs. 4 

The greater need—and there is a growing awareness of it—is to shift 
emphasis from getting the most out of the machine to getting the most 
out of the man. Recognizing his employees as free people, with boundless 
ambitions of their own, the manager of tomorrow will want to deal fairly 
with them in matters of wages, hours, and working conditions. But even 
more important, he will see that each job has importance and dignity, 
and that each worker derives increased satisfaction from his work. 

—Wilbert E. Scheer in an address before the 
National Office Management Association 





GROWTH POTENTIAL: During the 14-year period from 1939 to 1953, 
union membership rose from roughly 6.5 million (out of 30.3 million 
non-agricultural employees) to 16.2 million (out of 49.7 million non- 
agricultural workers ))—an increase of 148.8 per cent, the National Bureau 
of Economic Research reports. Although this indicates modest progress, 
it indicates that unions still have not been able to get much more than 
,one-third of the total “market” for organization into the fold. 
—For the Informed Executive (Associated Industries of 
Cleveland, 805 NBC Building, Cleveland, Ohio) 
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Organizing for Better Public Relations 


ALTHOUGH PUBLIC RELATIONS and 
publicity are among the fastest grow- 
ing company promotional activities, 
they often fail to be completely ef- 
fective, because of the lack of proper 
organization, planning, and coordina- 
tion. Time invested in developing an 
effectively functioning public relations 
department is vital to a successful 
program. Here are 10 points which 
should be considered: 

1. Fix responsibility. The public 
relations department should be set 
up so that it reports to a major execu- 
tive. In creating this responsibility, it 
should be made clear that all publici- 
ty, including new-product releases, 
speeches, statements, articles, ap- 
pointments, and other material is to 
be released only by the public rela- 
tions department. Editors are likely 
to become confused if they receive 
press information from a number of 
different sources within a company. 

2. Establish a budget. Here are 
some of the expenses which should 
be included in a budget estimate: 
salaries, direct and indirect overhead, 
mailing list development and main- 
tenance, photography, clipping serv- 
ices, stationery, files, typewriters, pho- 
tostats and mimeographing equip- 
ment, directories, travel expenses, 
postage, press entertainment, and as- 
sociation dues and memberships. 

3. Set up a program. What does 
the company want to publicize? How 
widely? How often? What groups 
does it want to influence? Should the 
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program be regional or local, national 
or international, or a little of each? 

These are some of the questions 
which must be answered by careful 
research if a public relations pro- 
gram is to be effective. 

4. Develop news sources. Once a 
program has been decided upon, it 
must be implemented by newsworthy 
material. Engineers, sales, marketing 
and advertising people, various de- 
partment heads, company officers, 
and many others are excellent sources 
for material. Cultivate these news 
sources and keep posted on interest- 
ing applications, new and proposed 
products, financial news, plans, per- 
sonnel changes and people. 

5. Secure approval for release. An 
effective way to secure company ap- 
proval of press releases and other ma- 
terial is to form a publicity commit- 
tee to clear all items before release. 
Included in this committee should be 
a representative of top management, 
the sales, marketing and advertising 
managers, and other executives who 
would be interested in a particular 
release which is being cleared. 

6. Set up a filing system. Of ex- 
treme importance is a filing system 
simple enough so that material can 
be easily located, yet complete enough 
to provide necessary information. 


‘Both these features are incorporated 


in the job jacket system. A register is 
used for listing current public rela- 
tions projects by number. For each 
number listed in the register, there 
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is a corresponding file folder—or 
job jacket—which holds ali material 
pertaining to that particular project. 

7. Develop a mailing list. Re- 
leases will never appear in print un- 
less they find their way to the right 
editor’s desk, at the right publica- 
tions, at the right time. 

A number of sources are available 
from which names of publications and 
other information can be obtained. 
Lists should not be used uncritically. 
Avoid mailing material blindly. Edi- 
tors do not like to waste time re- 
viewing “junk” which has been mass- 
mailed and is unsuited to their edi- 
torial appetites. 

8. Develop a master photo file. As 
a supplement to the job jackets in 
which photos are filed by projects 
should be a master photo file. This 
file has two separate advantages: (1) 
It provides an easy method for locat- 
ing photos by type of product or in- 
stallation, and (2) it furnishes a 
spot for filing photos which are useful 
but may not be a part of any job 
jacket. 

9. Make monthly reports. Inform- 
ing management about public rela- 





tions department activities through a 
monthly report is an excellent way 
to keep them sold on the necessity 
of a continuing program. 

10. Merchandise the results. Publi- 
cizing the company’s publicity and 
public relations program is a valuable 
project. Properly handled, the activity 
builds morale, develops pride and 
makes the task of digging out addi- 
tional publicity an easier one. 

An effective method of merchan- 
dising publicity to management is tp 
photostat all clippings and bind them 
into a plain folder. This book is 
circulated among company and agen- 
cy executives, department heads, and 
others at regular intervals. 

It is also beneficial to keep field 
sales forces, distributors, and, when 
practical, retailers acquainted with the 
company’s publicity and public rela 
tions program. This can be done eco 
nomically by putting out a very simple 
offset newspaper or folder with re 
prints of major articles, statements, 
speeches and photographs. 


= Carleton P. Adams. 
INDUSTRIAL MARKETING, 
December, 1956, p. 46:4. 





KINDNESS is the one commodity of which you should spend more than 


you earn. 


—T. N. Tiemeyer 


NATIONAL PACKAGING CONFERENCE 
AND EXPOSITION 


The 26th National AMA Packaging Conference and Exposi- 
tion will be held Monday through Thursday, April 8-11 inclusive, 


_ at the Amphitheater and Palmer House, Chicago. 
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How Top Companies Expect to Do in 1957 


Look FoR the nation’s economy to 
soar to new record levels in 1957. 
That’s the view of top executives in 
pace-setting industries all over Amer- 
ica. 

To get a cross-section of business 
thinking on our economic prospects 
for the next 12 months, Nation’s 
Business surveyed executives of lead- 
ing companies in all fields of activity 
and all sections of the country. The 
survey shows how industry leaders 
evaluate the general business outlook 
in 1957—tthe basis on which they 
are making their plans—and how 
they assess the prospects for their 
own industries over the next five 
years. 

Here are some of the findings: 

Outlook. Seventy per cent of the 
executives taking part indicate that 
they expect conditions in their in- 
dustries to be better in 1957. Twenty- 
nine per cent say conditions will be 
about the same, while only 1 per 
cent believe conditions will not be 
as good as 1956. 

Sales. Eighty-seven per cent expect 
sales to increase in 1957. Anticipated 
increases range from 3 per cent to 20 
per cent. Of those who specified what 
increase they expect, one-fourth 
foresee an increase of 10 per cent or 
more, half expect an increase of 8 
per cent or more, and three-fourths 
lok for an increase of 5 per cent 
or more. Twelve per cent say they 
expect their sales level to remain 
thout the same, and one _ business 
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man, the treasurer of a mining com- 
pany, predicts that his firm’s sales 
will decrease by 10 per cent in 1957. 

Jobs. Sixty per cent say their 
companies will probably employ more 
workers in 1957. The expected in- 
creases range from 1 to 20 wer cent. 
Of those who specify what their own 
increase will be, 18 per cent look for 
an increase of 10 per cent or more, 
58 per cent anticipate an increase of 
5 per cent or more, and 75 per cent 
predict an increase of 3 per cent or 
more. Forty per cent feel the level 


of their employment will remain 
about the same. 
Productive capacity. Ninety-two 


per cent say their companies will 
spend to expand productive capacity 
in 1957—a significant fact, since 
spending for new plants and equip- 
ment in 1956 set a new all-time 
record of about $35 billion. Six 
per cent predict their firms will spend 
nothing to expand in 1957, and 2 
per cent indicate that they do not 
consider the question applicable to 
their companies. 

Tight money. Eighty-three per cent 
believe the tight money policy will 
have no effect on their plans for 
expansion during the coming 12 
months. But 13 per cent say 
that tight money will cause them to 
cut back the size of their planned 
expansion expenditures. Two per cent 
feel the policy will have little effect 
on them. 

Prices. Fifty-six per cent forecast 
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a rise in the price of their products 
or services in 1957. The expected in- 
creases range from 1 to 15 per cent, 
although some of those taking part 
preferred not to set a definite figure. 
Of those who estimated the rise, one- 
fourth expect an increase of 5 per 
cent or more; half expect an increase 
of 4 per cent or greater; and three- 
‘fourths expect an increase of 2 per 
cent or more. Forty-four per cent 
anticipate no significant change in 
their price level during 1957. 

Labor costs. There is near-unanim- 
ity in this area, with 95 per cent 
agreeing that their labor costs will 
rise during 1957. The expected 
range is from 1 to 15 per cent. 

Of those who give a specific per- 
centage of increase, one-fourth expect 
an increase of 7 per cent or more, 
half expect an increase of 5 per cent 
or more, while three-fourths expect 
an increase of 3 per cent or more. 
The 5 per cent who see no rise in 
their labor costs expect them to remain 
about the same. 

Other costs. Eighty-seven per cent 
of the respondents agree that materi- 
als and other costs will increase in 
1957, while the remaining 13 per 
cent expect these costs to remain 
about the same. 

Research and development. Fifty- 
three per cent say their companies 
will spend more for research and 


development in 1957 than they ¢ 
the year before, while 33 per ce 
expect to spend the same amow 
Fourteen per cent explained that ¢ 
question does not apply to their 
erations. 

Five-year prospects. Twenty-f 
per cent forecast a rise in the volume 
of their industries from 16 to 20 pe 
cent over the next five yearn 
Eighteen per cent look for an increag 
ranging from 11 to 15 per cent, and 
18 per cent expect it to be 3] 
per cent or more. Sixteen per cent 
expect it to be from 6 to 10 pe 
cent; 13 from 21 to 30 per cent; an 
five from 1 to 5 per cent. Seven 
explained that their operations are t» 
diversified to permit a precise answer. 

The survey participants, in th 
main, were selected on the basis of 
their industry’s contribution to th 
gross national product, or total good 
and services produced in a give 
period (in this case one year). Of 
the more than 100 executives taking 
part, 49 are presidents, while others 
include vice presidents, treasurer, 
comptrollers, and company economists. 

The responses came from 21 states 
and the District of Columbia, with 
the state distribution covering th 
major geographical areas. 

@ Natrion’s Business, 


December, 1956, 
p. 36:3. 





MILEAGE ALLOWANCE: 


used salesmen-owned automobiles. 


Seven cents a mile is the most common mileage 
allowance paid to salesmen who drive their own cars on business, accord- 
ing to a Nationa’ Irdustrial Conference Board survey. This amount has 
been allowed generally since 1951. Of the companies polled, 76 per cent 





—Changing Times 9/56 
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Labor’s Wage Gains in ’56 


BY AND LARGE, the key labor negotiations that were completed during 
1956 tend to confirm labor leaders’ assurances that workers “never had 
it so good”; wage gains last year far outran the increase in cost of living, 
even counting the recent spurts in the latter. 

Here are some of the high spots of the year’s wage bargaining: 

For all settlements noted by the Bureau of National Affairs in 1956, 
the average increase was approximately 10 cents an hour, which is a 
couple of cents higher than the average for 1955. In general, increases 
negotiated at leading firms equaled or exceeded this figure. 

In certain key areas—autos and farm equipment, for example—there 
was no wage bargaining by the leaders in 1956, but deferred and 
cost-of-living increases hiked wage rates by just about the average being 
granted in negotiations in other sectors. 

Practically all of the settlements also provided improvements in fringe 
items. The value of these improvements generally was substantial, ex- 
ceeding nine cents an hour in one instance (steel). 

The most significant fringe development, perhaps, was the negotiation 
of supplemental unemployment benefit plans in basic steel, aluminum, 
and rubber. Coverage of such plans is now not far below the 2 million 
mark. 

One or more wage boosts in future years were scheduled by several 
of the key settlements—in all cases, in fact, where wage negotiations 
aren’t permitted during 1957. 

Worth noting in connection with these deferred increases is the fact 
that they were bigger than those that have generally been negotiated in 
past years. For example, automatic boosts of 5 and 6 cents an hour 
(not counting escalator increases) were scheduled for 1956 in many 
industries, including autos, chemicals, electrical products, farm equip- 
ment, flat glass, and machinery. 


—Labor Policy and Practice (Bureau of National Affairs, Inc., 
Washington 7,_D.C.) No. 343 





HANDICAPPED WORKERS: When a study in 1942 indicated that more than 
90 per cent of all the company’s ground jobs could be handled efficiently 
by amputees, Eastern Airlines, Inc. began hiring disabled veterans for 
such positions as stock clerk, mechanic, foreman, reservation agent, 
engineer, and tabulating machine operator. Today, approximately 1,000 
men and women out of a total payroll of 12,500 are amputees, cardiacs, 
spastics, arthritics, or otherwise disabled men and women—and, thanks 
to careful placement practices, Eastern finds that they are performing on 
a par with any other employee. 


—lIndustrial Relations News (230 West 41 Street, 
New York 36, N.Y.) 10/6/56 
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Taking the Sting Out of Price Increases 


Quite A Bit of economic evidence 
indicates that price increases are in 
the cards next year for some industries 
that have already increased their 
1956 prices as well as for many 
others that have not. This checklist 
of questions to ask yourself if you 
have to raise prices next year is 
designed as a guide in (1) planning 
the price rise, (2) announcing the 
price rise, (3) promoting and selling 
the price rise. 

Is the new price right? To deter- 
mine whether it is, consider what 
effect it will have on consumers, 
distributors, dealers. For example, 
what new price will the consumer 
accept? There may be good reason 
to question whether the new price 
is high enough. Consumers may not 
think the increased prices make 
enough of a differentiation between 
what you have to offer and what is 
available at a lower price. 

A hosiery manufacturer recently 
discovered he couldn’t gain accept- 
ance for a 15-cent increase in the 
price of his women’s hosiery. He did, 
however, when he increased the price 
30 cents. The new price was psycho- 
logically more acceptable to women. 

How will the price increase affect 
salesmen? For example, does the 
price increase mean that salesmen 
will lose business because established 
accounts have been priced out of your 
market? Does it mean whole new 
fields of distribution will open up 
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for your salesmen—doubling and pos- 
sibly tripling their selling opportuni- 
ties? Or will the market shrink tp 
the point where salesmen will worry 
about holding on to their jobs? How 
will salesmen’s morale be affected? 
Will the new price increase take 
them by surprise? Advanced plan 
ning and good timing will equip 
salesmen so that they are able tp 
answer every question about the new 
price from their sales contacts. 

What are the public relations 
angles? An important consideration 
in announcing a price increase is to 
present it in a way that makes it seem 
reasonable, fair, and justified by cir 
cumstances and cost. Where you 
have acceptance in the eyes of the 
general public, you have a price 
franchise to protect and promote. The 
wise sales manager will use whatever 
channels of communications ar 
available to persuade the general pub 
lic that his price is right and that 
dollar-for-dollar the consumer is get 
ting his money's worth. 

Can you pretest the price? This és 
something you can plan for in 4 
number of ways. A pilot survey by 
some of your salesmen among 
selected distributors or dealers may 
provide the quick answers you need 
Consumer tests in key markets & 
another fast way to check not onk 
whether the price is acceptable ® 
general but whether it gives you th 
return you need, promotes maximum 
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sales of the products or services you 

sell, and has psychological appeal. 
What about future price increases? 

If sales management doesn’t have the 


answer to this question, someone 
should check with higher manage- 
ment. To make an all-out effort to 
sell a new price increase one minute 
and then to be confronted by a big- 
ger advance the next can lead to con- 
fusion and frustration all along the 
line. 

How will the new price affect 
dealer and distributor inventories? Is 
it possible that a leak about a price 
increase will cause an _ inventory 
build-up? Obviously, this calls for 
some kind of policing and secrecy in 
the planning and disseminating of 
information about plans for new price 
increases. 

How will competition react? An 
important research job to undertake 
before increasing prices is to check 
to see what competition has done, is 
doing, will do. It might be a good 
idea for sales management, produc- 
tion people and other top management 
men to get together and try to an- 
ticipate what the logical moves of 
competition might be when your price 
increase. becomes generally known. 

How will you announce the price 
increase? What will be the order in 
which you will inform people about 
the news? The advantages of telling 
your salesmen about it first are two- 
fold: They have time to solidify 
their customer relations by giving 
customers the news personally; 
also, they have time to develop new 
sales presentations and reasons why 
the new price is worth every bit of 
the extra money dealers and distribu- 
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tors will be asked to invest in the 
product. 

On the other hand, a_ broadside 
distribution of the new price an- 
nouncement, which lets everyone 
know about it at the same -time, can 
eliminate price discrimination and 
confusion about costs that sometimes 
arise when price information is more 
slowly circulated. 

What will you do to sell the price 
rise? An important price increase 
should call for important new sales 
promotion efforts. Sales meetings and 
other sales communications techniques 
must be used to explain why the 
price is right. Maybe the new price 
goes hand-in-hand with a new model, 
a bigger trade-in, an _ attractive 
premium. 

A new price increase calls for a 
brand-new look at all the factors 
which affect the sale of your prod- 
ucts and services, from ways to pro- 
vide salesmen with more effective 
sales aids to a complete analysis of 
channels of distribution and sources 
of sales in each of the many big and 
small markets in the entire country. 

In times of price increases the most 
effective sales training will be spe- 
cifically aimed at providing answers 
to the biggest sales obstacle of them 
all—the time the prospect says, 
“Your price is too high!” How will 
your men answer this sales-killer? 
The right kind of thoughtful sales 
training will provide the effective 
answers your salesmen will need and 
welcome, if you have to raise prices 
in ’57. 

a William J. Tobin. 


SALES MANAGEMENT, 
November 2, 1956, p. 31:3. 
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Developing .an Executive “Farm System” 


FINDING THE RIGHT executive for 
the job and developing the right job 
for the executive are crucial prob- 
lems that top management has too 
often failed to solve adequately. This 
failure will continue to plague man- 
agement men until they give as much 
concern to total job training as to 
selection of executive material. 

The tremendous cost of replacing 
management personnel is reason 
enough to make sure the employed 
executive is right for his job. In a 
certain corporation, for example, it 
was found that it cost 500 times as 
much to have a top executive fail as 
it cost to have one worker fail! 

New demands upon today’s ex- 
ecutives are also exerting pressure on 
management to recognize the need 
for proper executive placement. Be- 
cause of rapid organizational change, 
most corporation executives now face 
such problems as the transition from 
administrative to staff responsibility, 
from doing to delegating, and from 
self-reliance to dependence on others. 
Since the individual executive may 
fail at any one of these points, it 
becomes essential that management 
select its executives carefully, pro- 
vide each executive with a clearly 
defined job, and then train him well. 

Is this the way corporations gen- 
erally operate? In many cases the 
job is what the executive finds when 
he gets there, and the president and 
board feel, although with increasing 
uncertainty, that they have done their 
best when they promise him their 
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backing. Were it not for the new 
and enlarged demands for executive 
mobility, we might be relatively satis. 
fied with the result. But improvement 
is needed now, and the first and 
crucial step is to clarify the needed 
function and then create the organi 
zation to perform it. What is needed 
might be termed a “vice president in 
charge of management”—a_ position 
somewhat comparable to that of the 
manager of a big league baseball 
club’s farm system. 

The climate in which this execu 
tive operates is all-important to his 
success. Free from any of the usual 
personnel manager’s administrative 
duties, he must move in when there 
is difficulty in selecting the right 
man, and he should be active in pro 
viding adequate training in the new 
job. 

The newly created vice president 
should be able to answer at least siz 
questions satisfactorily to be sure that 
his housekeeping is in order: 

1. Are the jobs well filled, a 
least at the manager and executive 
levels? To assure an _ affirmative 
answer, the responsibilities involved 
in each job should be clearly w 
derstood, and standards of perform 
ance should emphasize what the cor 
poration wants each man to do and 
on what basis he can expect recog 
nition, compensation, and promotion. 

2. Is genuine selection being 





practiced at the various levels? Gool 
selection requires a delicate balanct 
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between scientific and performance 
tests on one side and judgment on 
the other. One of the most common 
mistakes is to give a testing division 
at headquarters the final authority 
on hiring and promotions. 


3. Is technical and on-the-job 
training carrying its share of the 
load? Too great a reliance upon 
some phase of training, especially 
upon pre-employment training or on- 
the-job training, is a common error. 

There are two simple methods to 
determine training-program failures. 
If the newly created vice president 
learns that a high percentage of 
those who fail in their jobs or are 
incompatible with immediate supe- 
riors seem to possess the same basic 
traits as those who succeed, he can 
conclude that the training program 
is faulty. 

4. Are reservoirs of promotable 
candidates being built up? Perhaps 
the greatest contribution the vice 
president can make is to appraise 
personnel limitations and then ini- 
tiate action to overcome such difficul- 
ties. Consider, for example, the 
sales executive whose volume results 
are fine, but whose costs are too 
high, or whose men are mediocre. 
The time to catch and rectify such 
failings is when they are first no- 
ticed, not when the executive is vice 
president in charge of sales. 

5. Are little annoyances removed 
before they become big ones? What 
is the company’s policy toward execu- 





tives who refuse promotions? What 
does it do with those who think they 
sheuld have been promoted? How 
are illusions, misconceptions, paternal- 
ism, and bad promises eliminated? 
These little annoyances, of which 
every corporation has its share, can 
assume big proportions if ignored. 

6. Will top management stay in 
line? If high-placed executives are 
not always informed of the company’s 
program for getting the right men 
and the right jobs together, the work 
of years can be undone by a speech, 
a private conversation, or a chance 
remark. Conversely, with good staff 
work, the informed senior executive 
can greatly strengthen such programs. 

The knowledge and techniques of 
specialists in many fields can be of 
immeasurable help in developing a 
full executive training and selection 
program. Competent economists, for 
instance, can contribute their talents 
by making clear to the corporation 
the cost of having employed unquali- 
fied executives. A team of psycholo- 
gists and educators studying the cir- 
cumstances in which executives hit 
a maximum of effectiveness can aid 
corporate policy. 

With this sort of expert help, we 
can count on the inherent good 
judgment of top executives to over- 
come present difficulties in the 
correct placement of executive person- 
nel. 

= Stanley G. Dickinson. 


CHALLENGE, October, 1956, 
p. 28:4. 





RESEARCH is an organized method for keeping you reasonably dissatisfi 


with what you have. 
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—Charles F. Kettering 





Labor Gives a Boost to Automation 


THE MORE enlightened labor unions in the United States have long ceased 
to resist the use of “labor-saving” devices and methods, including, most re- 
cently, those loosely classed as “automation.” But recently Local 1 of the 
Amalgamated Lithographers of America, A.F.L.-C.I.0., broke new ground 
in American industrial relations. Over 2,000 members of the local and 800 
representatives of management gathered together in New York to see live 
closed-circuit TV demonstrations and movies of the use of new techniques 
and machines and to hear lectures on how productivity in the industry 
could be further increased. The union had chipped in $8,500 from its 
treasury to finance its share of the show, which was jointly sponsored by 
Local 1 and leading lithographic firms. 

This dramatic episode culminates years of A.L.A. experience which has 
convinced it that “labor-saving” devices, in the long run, create more 
labor than they “save”—and can bring higher wages and shorter hours of 
work. 

Employment of lithographers in the United States and Canada is said 
to have increased from 6,000 to more than 35,000 in 35 years, while the 
volume of business has gone up from $5 millions to over $1 billion a year. 
Local 1 members now receive from $125 to $200 for a 35-hour work week, 
enjoy three weeks’ paid vacation a year and receive $4.50 a week per man 
from their employers for fringe benefits. And ali this has been achieved 
through free—and peaceful—collective bargaining. The union hasn't 
called a strike for 30 years. 

—New York Times 12/7/56 


Mechanized Food Service: Answer to 
Plant Cafeteria Costs? 


A GROWING NUMBER of companies are finding automatic vending service 
a solution to the problem of providing in-plant eating facilities without 
losing money on the operation. 

A typical automatic lunch line has about seven machines, which dis- 
pense hot and cold beverages, soups, stews and meat dishes, hot and cold 
sandwiches, salads, vegetables, and desserts. 

For a company with 300 or more employees, the only costs involve 
provisions for an eating area, tables, water, and electricity for the equip- 
ment. Catering firms install and maintain the equipment, plan the 
menus, and prepare the food. 

Companies with fewer than 300 employees may be charged a fee, de- 
pending upon the volume of sales. One Chicago vending firm recently 
installed a bank of machines in a plant employing about 200. Total 
cost to the company amounts to 50 cents a month per employee. 

—Steel 12/24/56 
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Engineers in Industry: They Think 
They’ve Got Troubles 


ENGINEERING UNIONS now claim as 
members nearly 60,000 of the na- 
tion’s 500,000 engineers, according 
to a study just completed by the 
National Industrial Conference Board. 
While these figures show that engi- 
neers are far from constituting a 
unionized segment of the economy, 
they do indicate possible dissatisfac- 
tion among this group. 

To determine why unionism has 
occurred among a group considered 
by many as “unorganizable,” the sur- 
vey was conducted among executives 
of companies whose engineers were 


unionized, officials of engineering 
unions, engineering societies, and 
engineers themselves. The findings 


show that many engineers are not 
completely happy with their financial 
position, their status as professionals, 
and their treatment as “individuals.” 

One of the chief financial com- 
plaints of engineers, the study reveals, 
is that the earnings differential be- 
tween salaried engineers and wage 
earners has become too narrow in 
many companies. And in terms of 
fringe benefits, engineers say their 
former advantage over the production 
worker has been virtually wiped out. 
A second major financial complaint 
is that existing salaries for engineers 
have not kept pace with increases in 
the hiring salaries of engineers. 

The study also revealed a common 
belief among engineers, based on 
blatant “help wanted” ads and ag- 
gressive recruiting, that their company 
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does not pay as well as others. In 
addition, engineers feel that merit is 
sometimes subordinated to seniority 
in determining salary increases. 

Union leaders say that engineers 
unionize to regain the professional 
status they feel they lose with mass 
employment. Engineering societies 
likewise report genuine professional 
dissatisfaction. But they maintain it 
stems from the fact that many com- 
panies do not fulfill the engineer's 
desire to be classified as part of the 
management team. 

As professionals, the study points 
out, engineers want: (1) better com- 
munication with management in order 
to gain clearer understanding of com- 
pany policies; (2) credit in reports 
and papers they help develop; (3) 
classification as professionals rather 
than grouping with non-professionals; 
and (4) less frequent assignments to 
jobs requiring little engineering ability. 

The disappearance of the personal 
relationship which once existed be- 
tween engineer and employer is 
largely responsible for the dissatis- 
faction engineers now feel as indi- 
viduals, according to Conference 
Board findings. The engineer objects 
to being treated on a mass basis in 
hiring, training, and other employ- 
ment situations. He feels he has no 
measure of his progress such as is 
furnished by job titles, and he be- 
lieves that he is not given sufficient 
training or job rotation to equip him 
for promotion. 





GENERAL 


THE GREAT HUNT FOR EDUCATED 
TALENT. By John W. Gardner. Harp- 
er’s Magazine (49 East 33 Street, New 
York 16, N.Y.), January, 1957. 50 
cents. Whether we shall have an ade- 
quate supply of liberally educated men 
and women with the creativity and 
sense of values that the future demands 
or a paralyzing flow of skilled oppor- 
tunists, time servers, and “educated 
fools” depends on the basic principles 
that guide our efforts in higher educa- 
tion, the author says. This article assesses 
the forces that have created the hunt 
for educated talent, examines how it is 
now being conducted, and discusses its 
future course. 


INDUSTRY-COMMUNITY RELATIONS. 
By Max Wolff. Industrial Development 
(Conway Publications, North Atlanta 


19, Ga.), November-December, 1956. 
$3.00 per year. Business men are be- 
coming increasingly aware that main- 
taining good community relations is 
less a matter of philanthropy than a 
matter of practical self-interest, the 
author believes. In this article, he con- 
siders the professional, legal, and extra- 
legal obligations of the corporate citi- 
zen, using case examples to indicate 
how various types of community-indus- 
try interrelationships can be cultivated 
for the mutual benefit of the company 
and its community. 


CORPORATE DIVISIONS VS. SUBSIDI- 
ARIES. By Robert W. Murphy. Harvard 
Business Review (Soldiers Field, Boston 
63, Mass.), November-December, 1956. 
$2.00. A corporation contemplating 
decentralizing its operations should be 
careful to make the right choice be- 
tween divisions and subsidiaries, the 
author says. After describing the 
characteristics of the divisional form 
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of organization, he cites some of its ad- 
vantages, ranging from simplicity of 
operation and a minimum of corporate 
reports to antitrust considerations and 
certain tax advantages. But in some situ- 
tions, he cautions, even greater bene- 
fits may be gained from the subsidiary 
type of operation. 


THE DEBT PROBLEM AND ECONOMIC 
GROWTH. By Paul W. McCracken. 
Michigan Business Review (School of 
Business Administration, University of 
Michigan, Ann Arbor, Mich.), Novem- 
ber, 1956. Gratis. Is our growth po- 
tential being jeopardized by inconsis- 
tent attitudes toward debt policy? Dis- 
cussing the financial requirements of 
an expanding economy, the author 
points out that many who hold the 
view that public debt is too large are 
also concerned about the size of private 
debt. And yet, the author believes, 
either public or private debt must rise 
if we are to reach a projected goal of 
$565 billion in gross national product 
by 1965. 


A NEW DIMENSION IN PUBLIC RELA- 
TIONS. By Paul Garrett. Public Rela 
tions Journal (2 West 46 Street, New 
York 36, N.Y.), October, 1956. 75 
cents. Corporate public relations has 
scored phenomenal advances as an im- 
portant management tool in _ recent 
years, says the author, but it must 
achieve even more progress in order to 
keep up with the new patterns of think- 
ing brought on by the technological 
revolution. He suggests that manage- 
ment can improve its public relations 
techniques by: (1) timing company 
moves to attain the greatest public re- 
lations benefit; (2) decentralizing the 
public relations job by putting everyone 
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in the organization to work on it; and 
(3) using imagination to develop new 
ways of creating better public under- 
standing of business. 


MANUFACTURING INVESTMENT SINCE 
1929. By Donald G. Wooden and 
Robert C. Wasson. Survey of Current 
Business (U.S. Government Printing 
Office, Washington 25, D.C.), Novem- 
ber, 1956. 30 cents. A comprehensive 


statistical study of trends in manufac- 
turing investment—in relation to em- 
ployment, output and income—between 
1929 and 1955. During that period, 
business purchases of structures and 
equipment for manufacturing operations 
totaled $115 billion in current values, 
of which $85 billion was spent during 
the post-war years. The authors give 
a broad statistical picture of the trends 
in manufacturing production. 


INDUSTRIAL RELATIONS 


SHORTER HOURS OF WORK. Monthly 
Labor Review (Superintendent of Docu- 
ments, U.S. Government Printing Of- 
fice, Washington 25, D.C.), November, 
1956. 55 cents. Organized labor's 
growing interest in reduced hours of 
work as a key objective is in evidence 
in these excerpts from five papers pre- 
sented at the recent AFL-CIO Confer- 
ence on Shorter Hours of Work. 
Together with a history of union efforts 
to reduce working hours, a report on 
recent progress in this direction, and 
proposals for future action, this sec- 
tion discusses the attitudes of workers 
toward the shorter work week and eco- 
nomic aspects of the continuing trend 
to reduced hours of work. 


MULTIPLE MANAGEMENT MATURES: A 
CASE HISTORY. By John C. Baxter. 
Personnel Journal (P.O. Box 239, 
Swarthmore, Penna.), December, 1956. 
75 cents. Multiple management can be 
an efféctive method of stimulating ex- 
ecutive development, says the author, 
supporting his belief with a description 
of how a successful multiple manage- 
ment set-up was gradually established 
in his own company (Rapids-Standard 
Co., Grand Rapids, Mich.). Spurred by 
extensive participation in management 
problems, the company’s junior execu- 
tives take their own development in 
hand, helping each other to acquire 
managerial skills and attitudes. 
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MEMBER MURDOCK DISSENTING. By 
Paul A. Brinker. Labor Law Journal 
(4025 West Peterson Avenue, Chicago 
30, Ill.), November, 1956. $1.00. In 
the author’s opinion, interpretation of 
the National Labor Relations Act has 
been substantially changed by decisions 
handed down by the new Republican 
majority on the NLRB, and he cites a 
number of cases to show that the Re- 
publicans find fewer violations of the 


- Act by employers, while the dissenting ~ 


Democrats tend to take the union point 
of view. Among the significant changes 
in interpretation made by the new 
majority, the author mentions restric- 
tion of coverage under the Act and 
legalizing of employer interrogation if 
limited to relatively few employees. 


HIGH COSTS OF LIBERALIZING SUB 
PLANS. By Jules Backman. Harvard 
Business Review (Soldiers Field, Boston 
63, Mass.), November-December, 1956. 
$2.00. Though supplementary unem- 
ployment benefits are only a few years 
old, union leaders are already driving 
for liberalization of some of the re- 
quirements for seniority, duration, and 
percentage of wages to be paid, the 
author says. Warning that seemingly 
slight adjustments in the restrictions 
can mean skyrocketing costs for the com- 
panies involved, he describes and illus- 
trates a method for computing potential 
increases. 
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OFFICE MANAGEMENT 


CAN YOU AFFORD THE “PRACTICAL” 
APPROACH TO ELECTRONICS? By 
Rolla R. Ross. Management Methods 
(22 West Putnam Avenue, Greenwich, 
Conn.), November, 1956. 50 cents. 
The author has found that companies 
contemplating a switch to electronic 
data-processing tend to use two ap- 
proaches to the problem: (1) the “prac- 
tical” approach, which results in a 
partial conversion aimed at immediate 
benefits; and (2) the “visionary” ap- 
proach, which is directed at a broader, 
long-range goal and involves a thorough 
over-all study of the company’s data- 
processing requirements. The author 
favors the second approach, although 
he concedes that it requires substantial 
changes in company procedures and a 
considerable investment of time and 
money. 


MANUAL OF OFFICE REPRODUCTION. 
By Irvin A. Herrmann. The Office (232 
Madison Avenue, New York 16, N.Y.), 
November 15, 1956. $3.25. The 
latest edition of this comprehensive 
manual will be useful to office man- 
agers seeking the most efficient and 
economical ways of solving specific 
duplication problems. A wide range of 
reproduction processes and _ systems 
duplicating methods is discussed. 


WE USE FLOW CHARTS. By H. D. 
Thomas. Modern Office Procedures 
(812 Huron Road, Cleveland 15, Ohio), 
December, 1956. 50 cents. Faced with 
the problem of breaking in a mew 
mechanized payroll system as smoothly 
as possible, one company (Griscom- 
Russell Co., Massillon, Ohio) applied 
the technique of flow charting to the 
revised procedures, with the result that 
employees learned them much faster. 
This article describes the new payroll 
operation and the current use of the 
flow charts to train new employees 
and guide supervisors who temporarily 
substitute for absent clerks. 


WHAT TO CONSIDER WHEN YOU BUY 
EDP. By Charles E. Faulkner. Control 
Engineering (330 West 42 Street, New 
York 36, N.Y.), November, 1956. 50 
cents. Too many electronic data 
processing installations have been made 
without sufficient preliminary analysis 
to determine their value in cutting costs 
and increasing efficiency, says the 
author, and the result in some cases 
has been serious disillusionment. For 
the company considering EDP he lists 
some pitfalls to be avoided and des- 
cribes a three-step program for a thor- 
ough study of all factors. Illustrated 
with tables and charts. 


PRODUCTION MANAGEMENT 


DEVELOPING SMALL SCALE AUTOMA- 
TION. By F. F. White. Automation 
(Penton Building, Cleveland 13, Ohio), 
January, 1957. $1.00. For the small 
plant, as well as for the larger opera- 
tion whose management wants to ap- 
proach automation cautiously, the 
author suggests small-scale automation 
as a modest approach that can be ap- 
plied to existing machinery and proc- 
essing techniques and return the mod- 
erate capital investment in a _ short 
time. After giving several basic criteria 
for deciding whether to automate at all 
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and for determining how soon small- 
scale automation will pay for itself, the 
author discusses procedures for auto 
mating on a limited scale. 


PURCHASING FOR AEROQUIP — A 
GROWTH INDUSTRY. By H. B. Fer 
guson. Purchasing (205 East 42 
Street, New York 17, N.Y.), Novem 
ber, 1956. $1.00. When a company 
grows from an initial investment of 
$10,000 to a nationwide organization 
with sales exceeding $30 million, it 
naturally encounters increasingly com- 
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plex problems in many areas. This 
case study of one such company, the 
Aeroquip Corporation (Jackson, Mich.), 
describes how the organization’s de- 
centralized purchasing operations are 
conducted and coordinated. The au- 
thor includes a discussion of how the 
company chooses its suppliers and de- 
scribes the changes in forms and pro- 
cedures that have been necessary to 
keep up with new developments and 
the changing needs of the organization. 


INDUSTRIAL TELEVISION: ANOTHER 
TOOL FOR FLOW CONTROL. Flow 
(812 Huron Road, Cleveland 15, 
Ohio), November, 1956. 50 cents. 
Experimental installations of industrial 
television in materials handling and 
traffic control systems have proved so 
successful that widespread usage of this 
new observation tool is in the offing, 
the author says. He describes industrial 
TV equipment and cites examples of 


its wide range of applications, from 
the observation of steel rolling oper- 
ations to the televising of production 
schedules from a central planning office 
to all parts of the production line. 


TAILORING AUTOMATION TO PLANT 
NEEDS. By Robert B. Seidel. Automa- 
tion (Penton Building, Cleveland 13, 
Ohio), October, 1956. $1.00. Many 
smaller manufacturers reject automation 
because the cost of automated machinery 
is too high for their limited or short-run 
production requirements. But there are 
different levels of automation, the author 
points out, and small companies can 
achieve important cost savings by utiliz- 
ing the inexpensive, intermediate levels 
—e.g., automatic gauging devices on 
conventional machine tools. Another 
help to the small producer would be the 
development of highly standardized, low- 
cost automated machines for the limited 
manufacture of specialized devices. 


MARKETING MANAGEMENT 


RETAILING’S ROLE IN AMERICA’S 
PROGRESS. Chain Store Age (2 Park 
Avenue, New York 16, N.Y.), Jan- 
uary, 1957. $3.00 per year. Despite 
their vast expenditures for new build- 
ings, equipment and remodeling, retail- 
ers aS a group are improving and ex- 
panding their physical plants at a rate 
far below that of manufacturers, ac- 
cording to the editor. This special re- 
port presents a broad survey of the 
opportunities and problems that re- 
tailers will face in the next 20 years 
in order to supply the expanding needs 
and wants of a growing U.S. popula- 
tion. 


MARKETING: NEW HARNESS FOR MAN- 
AGEMENT. Printers’ Ink (205 East 42 
Street, New York 17, N.Y.), November 
23, 1956. 25 cents. This round table 
discussion on the marketing concept 
sets forth the ideas of six top men in 
the field on various aspects of market- 
ing: what marketing means, the team 
concept, the right background for the 
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marketing director, where advertising 
fits into the marketing plan, etc. In- 
cluded are descriptions by executives of 
two companies (Kraft Foods Co. and 
F. & M. Schaefer Brewing Co.) of mar- 
keting set-ups and procedures in their 
organizations. : 


GOOD LATIN AMERICAN MARKETS 
GO BEGGING. By Martin Lowe. In- 
dustrial Marketing (200 East Illinois 
Street, Chicago 11, Ill.), October, 1956. 
25 cents. The author strongly believes 
that the potential profits to be made 
by U.S. business in the Latin American 
buying market are being largely un- 
realized because of apathy, inadequate 
knowledge of problems faced by for- 
eign distributors, and the failure to 
give proper training to foreign sales- 
men. He cites several case histories to 
illustrate how Latin American sales can 
be boosted through personal, on-the- 
spot attention to the building of an 
efficient foreign sales force. 
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THE MONEY MARKET. Business Week 
(330 West 42 Street, New York 36, 
N.Y.), November 17, 1956. Reprints 
50 cents. Because of the strong and 
continuing demand for credit and the 
restrictive policies of the Federal 
Reserve System, the task of obtaining 
adequate outside capital has become 
a major problem for U.S. business. This 
comprehensive report on today’s money 
market examines the difficulties that 
face corporations when they try to 
raise additional funds for either short- 
term or long-range purposes. 


THE FAST WRITE-OFF. By William H. 
Chartener. Challenge (475 Fifth Ave- 
nue, New York 17, N.Y.), December, 
1956. 20 cents. The five-year tax write- 
off now being granted on new defense 
facilities is under growing attack by 
those who believe it represents govern- 
ment favoritism and is economically 
unsound. The author, agreeing with 
this viewpoint, describes two other new 
accelerated-depreciation methods — the 
“double-declining balance” and_ the 
“sum-of-the-year’s digits” — which are 
available to all industries and would 
equalize the speeding up of deprecia- 
tion and obsolescence deductions. 


FINANCIAL MANAGEMENT 


HOW AND WHEN TO USE COMMER- 
CIAL FINANCE. By Howard M. Balti- 
more. Management Methods (22 West 
Putnam Avenue, Greenwich, Conn.), 
December, 1956. 50 cents. Expanding 
businesses that are finding traditional 
lines of credit insufficient in this tight- 
money period might do well to take 
a fresh look at the commercial financing 
company as a source of additional work- 
ing capital, the author suggests. He 
describes various types of commercial 
financing and cites some of the bene- 
fits to be gained from using this meth- 
od of borrowing. 


RESEARCH CONTROL. By Ronello B. 
Lewis. Research and Engineering (103 
Park Avenue, New York 17, N.Y.), 
October, 1956. $1.00 Despite the 
serious difficulties involved in applying 
the modern control concept to research, 
many companies are belatedly moving 
their controls into this area, says the 
author. He discusses ways of establish- 
ing a relationship between research 
spending and future profits, suggests 
methods of setting up a research pro- 
ject budget, and describes some forms 
and reports for the measurement and 
control of research expenditures. 


INSURANCE MANAGEMENT 


THE NEW ALL-RISK OFFICE CONTENTS 
INSURANCE. By Hyde Perce. Manage- 
ment Methods (22 West Putnam Av- 
enue, Greenwich, Conn.), November, 
1956. 50 cents. A report on a new 
all-risk insurance policy for office con- 
tents which provides broad protection 
that was formerly unavailable or pro- 
hibitively costly. The author describes 
the major features of the new policy, 
which covers losses on furniture, fixtures, 
equipment and supplies, as well as a 
number of other losses that previously 
required individual policies. 
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SPECIAL FIRE SECTION. Plant Adminis- 
tration (481 University Avenue, To 
ronto, Canada), October, 1956. $6.00 
a year. This six-part feature on_ in- 
dustrial fire prevention begins with a 
grim example: the struggle of one 
company to survive a disastrous $500,- 
000 fire. Safety measures to prevent 
such catastrophes are then discussed in 
the article, which includes a check-list 
for making a plant safety inspection, a 
guide to the maintenance of fire-fight- 
ing equipment, and a pictorial feature 
on exit safety. 
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Executives 
Wanted: 

The Managerial 
Manhunt 





uw Lydia Strong 


Nor tone aco, the executive vice president of a fair-sized New 
England manufacturing firm got some bad news from his doctor: 
He’d have to quit work immediately and permanently—or else. The 
executive, who had not planned on retiring for another six years, 
was quite naturally upset. But as he talked things over with the 
company president, the two men agreed there was one bright spot 
in the picture: The company’s 43-year-old plant manager would be 
competent to take over the vice presidency. 

Accordingly, in the executive vice president’s presence, the plant 
manager was called to the front office and told of the plans for him. 
He listened uncomfortably until the president had finished, then 
broke some news of his own: He had recently been approached by 
a consultant specializing in executive recruitment, and had just 
signed a contract to join a larger competitor as vice president in 
charge of manufacturing. 

The company had no choice but to wish him luck—and start out 
on the hunt for two new executives of its own. 

Except in certain of its details, this story and its outcome are 
by no means unusual. Yet, hiring executives from outside the firm 
is contrary to the convictions of most companies—and small wonder. 





This article will also appear as a chapter in a major AMA. publication, 
Selection of Management Personnel. Scheduled for spring publication, this 
book will be a companion volume to The Development of Executive Talent. 
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Executive recruitment is a costly, time-consuming adventure. It can 
be dangerous, if competitors learn prematurely of strategic replace- 
ments; and it is often embarrassing to management, since it violates 
the gospel of promotion from within. 

The majority of companies covered in a recent AMA survey will 
not admit to filling more than 10 per cent of their top- and middle- 
management jobs by recruitment. Yet, many say, this percentage is 
rising. Big-company personnel men agree it’s a seller’s market for 
executives, and there is further confirmation in the rapid growth of 
executive search consultant firms. 

Recruiting an executive is an undertaking as difficult as it is 
important. Quite often the new man must be of higher caliber than 
any employee available for the job; often, too, he must qualify as 
an expert in a new field of operations where the company has no 
experience. The decision is one that may affect the firm’s future 
quite materially. 

To find out about current company practices in executive recruit- 
ing, AMA recently surveyed a representative cross-section of member 
companies across the nation. Further information was obtained from 
interviews with the personnel executives of several large companies, 
with consultants specializing in executive recruiting, with commer- 
cial employment agencies, and with others active in this field. 


HOW MUCH RECRUITING? 


Fifteen per cent of the companies surveyed do little or no execu- 
tive recruifing, and anoth~: 43 per cent fill only up to one-tenth of 
their executive openings from outside. But the remaining participants 
—two companies out of five—recruit more than 10 per cent of 
their new executives. (Details are given in Table 1.) The larger the 
firm, the less likely it is to hire executives from outside 

Some of the personnel managers who were interviewed said at the 
start that their firms did no recruiting at the executive level. But in 
the course of discussion they remembered that some recruiting had 
been done—typically, when the company started making a new 
product or entered into a new field of activity. It may be surmised, 
therefore, that among the survey respondents also the actual amount 
of executive recruiting is in some cases higher than estimated. 
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FACTS ABOUT THE SURVEY 


Questionnaires were mailed to 1,500 companies in AMA's Personnel 
Division; by the deadline date, 469 had replied. Of this number, 437 indi- 


cated the percentage of executive jobs filled by recruiting (see Table 1). 


TABLE 1 


ExEcuTIVE Joss FitLep By RECRUITMENT 





Per Cent of Executive No. 

Jobs Filled by Recruitment Firms 
SB Perey eT rere 64 
PE Sg a aoe @ oH éb eee oe wad 189 
DE 8s qld aa bate dees « diba eoe 54 
ST ee ee OP eee 57 
0 Re ee ee ee 18 
0 a ee eee oe 32 
EE fang ode x's 6 dee tee ean 17 
PEE cn bn ck eebn ets taeeeseed 6 
PN 00 bb's Ko a aes ate arate 437 


Per Cent 
of Sample 


14.6 
43.2 
12.3 
13 
4.1 
7.3 
3.8 
1.3 


99.6 





The findings on other facets of company practice in executive recruiting 
are not based on the entire sample, but on the 293 firms whose replies show 
that they do enough recruiting to be good sources of information on the 
subject. For purposes of analysis, these firms were put into three categories: 


small, medium, and large (see Table 2). 


TABLE 2 


Size of company 


Small (100 to 1,000 employees) ......... 
Medium (1,001 to 5,000 employees) 
Large (5,001 to 300,000 employees) 
Number of employees not stated .......... 

WE nctln fa wih Pd w eee adhe 


Number of companies 


The majority of the sample—2i9 out of 293 firms—are manufacturers 
of industrial or consumer goods. Other categories, each represented by a 
comparatively small group, are service, insurance, utilities, research and 
development, wholesale and retail distribution, finance, and transportation. 





FEBRUARY, 1957 


55 








"MAD MARKET" IN EXECUTIVES 


Close to half the companies have stepped up their executive 
recruiting during the postwar period; this trend is particularly 
marked among large companies. Today good men are even harder 
to come by than they were in the boom market of five years ago, 
and experienced recruiters now talk of a “mad market” in executives. 

Companies give a number of reasons for this expansion of execu- 
tive recruitment. The principal reason is quite simple: business 
growth and diversification. Many companies have doubled and 
tripled in size since the war, and many are planning further growth. 
Another important reason—and one that makes the recruiting prob- 
lem doubly difficult—is the increasing complexity of management, 
which brings with it the demand for stronger, abler, more highly 
skilled executives. 

A third important factor in today’s recruitment scramble is yester- 
day’s neglect. The many companies that would not or could not 
maintain adequate programs of management development during 
the war are now suffering serious shortages in executive reserves. 
They have promoted everyone they consider promotable, yet they 
still lack people to handle key jobs and to back up the thin line of 
top management. 

And finally, the boom market perpetuates itself; many established 
companies have painstakingly developed executives, only to have 
them snatched away by fast-growing new firms that can offer 
premium salaries. 

All this activity does not mean, however, that every manager can 
easily switch to a better job. The competition is keen—for men with 
top qualifications. Even in filling middle-management jobs, com- 
panies are looking for men who have not only the ability to do the 
immediate job, but the drive and potential to go higher. Typically, 
one personnel manager comments: “We want executives who can 
grow and administer, who are interested in forward planning.” 

There is particularly heavy recruitment in technical fields Cengi- 
neering and research), in sales management, and in production jobs. 
Staff specialists are being added in fields that are comparatively new 
to some companies, such as market research and quality control. But 
many firms are also recruiting general administrative people—divi- 
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sion and department heads, even top executives. There are more 
top jobs open now, according to one search consultant, than there 
are men willing and able to fill them. 


PIRATING 


Most men hired at the executive level are employed at the time 
of hiring—which means they are hired away from some other com- 
pany, often in the same field as the new employer. This activity, 
which is likely to be termed “pirating,” “raiding,” or “cannibalism” 
by the victims, is known to some of those who practice it as “cross- 
fertilization” or “distribution of executive talent.” 

“There are written and unwritten agreements on piracy, but 
underneath you will find catch-as-catch-can jungle warfare,” says 
the personnel manager of an instruments firm which itself does 
considerable recruiting. 

Agreements and ethical procedures take various forms. Some 
personnel men won’t go out after executives of other companies, but 
will talk to them if they come in. Others, on a still higher level, will 
not talk to a man employed by a customer or a competitor unless the 
matter has been cleared with the man’s immediate superior. Man- 
hungry new companies in fast-growing fields, on the other hand, 
sometimes openly raid bigger competitors. One such company 
circularized every engineering executive in an older and larger firm, 
hired a few at salaries the original employer didn’t feel justified in 
paying. The very policy of management in depth, which means 
having men waiting to step into other men’s shoes, is bound to 
produce some executives who don’t want to wait. 

Companies that have bound themselves not to raid others in the 
same field sometimes avail themselves of an alternative: let a 
management consultant or an executive search firm do the job. 
This is one reason for the popularity of search consultants. A com- 
pany may baldly ask the consultant to see what the prospects are 
for getting Mr. Soandso away from his present firm, or it may ask 
him to survey the field and find out which men are open to offers. 
This certainly is not sticking to either the letter or the spirit of an 
anti-raiding agreement, but it keeps the company’s name out of all 
but the successful deals. 
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Is pirating really so black as it has been painted? After all, the 
recruiters point out, executives are not baseball players, bound by 
industry agreement to stick to one team till it lets them go. They 
are free agents, having more than the average amount of drive; it 
is not surprising, therefore, if they go wherever they feel they are 
offered the most opportunity. Also, it is true that new companies 
in fast-growing fields have not had time to develop their own ex- 
ecutives. They must bid for the men they need to keep on growing. 

Yet, however defensible the practice of pirating may be in par- 
ticular circumstances, it has one major shortcoming. It does not 
solve the main problem: the shortage of executives, not in any one 
industry, but throughout industry in America today. 


RECRUITMENT SOURCES 

Business contacts are the most productive source for recruiting 
executive talent, according to a decisive majority of respondents in 
AMA’s survey. Other sources (in order of their combined frequency 
of mention as first, second, and third choices) are personal recom- 
mendations, advertising, consulting firms, and commercial employ- 
ment agencies. Unsolicited applications are last, though a few 
companies find them the best source for executive recruitment. 


RECRUITMENT THROUGH CONTACTS 

Contacts with persons in the same line of business, such as 
customers, suppliers, or competitors, are a good recruitment source, 
because they put the company in touch with executives who know 
its field. Most companies pursue such contacts only casually, but 
some do it systematically. One metalworking firm reports: 

“We maintain a complete file of all promotions made in our in- 
dustry and use it as our primary source for executive recruiting. In 
addition, suppliers are frequently informed and let us know who 
might be interested in a change. It works well.” 

Apparently it does. This is a large company which fills a third 
of its executive jobs by recruitment, without recourse to consultants 
or agencies. 

In decentralized companies, a related method for promotion from 
within is an index or register of the talents and qualifications of all 
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executives in all plants and divisions. When a vacancy occurs, the 
register is consulted, and inside candidates are reviewed. At 
General Electric, management has information on technical person- 
nel codified in a data-processing system, and other large companies 
are planning similar systems covering executives. 


KNOWING SOMEBODY 


Personal recommendation is a time-honored method of filling 
executive jobs. The president, or some other officer, or the im- 
mediate superior, knows someone who would be just right for the 
spot. When this candidate goes through the same procedures of 
interviewing and checking as other candidates, the results may be 
fine and the man may be hired, personnel directors say. But when 
regular procedures are bypassed, the method of personal recom- 
mendation can result in costly mistakes. 

A company president brought in as production manager a per- 
sonal friend who, he knew, had chalked up a terrific production 
record in another firm. But the old firm had been making the same 
product with slight modifications for many years, while the new 
employer was creating a new, flexible series of products subject to 
frequent changes in design. The new production manager simply 
could not cope with forward planning in an atmosphere of constant 
change—a fact that could have been learned in advance, if he 
had gone through the customary checks and interviews. 


ADVERTISING ; 


Advertising is considered the third most productive source for 
executive recruitment. Survey respondents rank special display 
ads in newspapers first; classified advertising comes in a close 
second, and advertising in trade publications a not-so-close third 
(though it’s the best in certain situations). Radio and TV adver- 
tising is ranked last, by the few who express any opinion of it. 


SEARCH CONSULTANTS 
Consultant firms, or search consultants (also called ivory-hunters, 
man-hunters, and several less complimentary names) are retained 
by two out of five of the firms surveyed, to fill some of their execu- 
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tive jobs. Medium-sized firms are the most likely clients, then small 
firms; the large companies are the least likely to use consultants, 
yet one-third of those covered do use them, at least occasionally. 

Typically, the search firms are used as a last resort after other 
recruiting methods have failed to produce suitable candidates. The 
reason is simple: The consultant charges the company for making 
the search, whether or not he fills the job. 

The fee charged depends in part on the consultant. There are 
two kinds: general management consultants, who take on recruit- 
in« as part of their over-all service to a client, and. search consult- 
ants, who specialize in recruiting. The general consultant usually 
charges a per diem fee (plus expenses) for the period of search; 
the specialist charges a flat fee which can be negotiated, but which 
usually runs to 10-20 per cent of the starting salary (plus ex- 
penses). Thus, it can easily cost $3,000 to hire a recruiter to fill 
a $15,000 job. 

Executive search specialists are a new phenomenon on the man- 
agement scene. Almost all the firms in the field today were estab- 
lished within the past 10 or 11 years, many within the past five. 
The owners are often former recruiters for management consultant 
firms. The industry centers in New York (13 of the 19 recruiters 
listed by the Association of Consulting Management Engineers have 
their headquarters in New York City), but its contacts and clients 
are nationwide. 


PROS AND CONS OF CONSULTANTS 


The advantages of consultants, as seen by respondents to the 
AMA survey, are primarily their contacts. “They can solicit men 
we cannot otherwise reach,” says one personnel manager, and many 
others agree. 

Second, many companies feel that consultants “are able to make 
more thorough, confidential investigations of candidates and have 
more personal sources which can be used to determine the actual 
fitness of the candidate.” A number of respondents like the fact 
that consultants work confidentially, so that the company’s name 
does not enter prematurely into negotiations; some also consider 
important the saving of time and trouble for the company. 
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The principal disadvantage of hiring a consultant, as has already 
been noted, is the-high cost; this is also the chief disadvantage cited 
by the companies surveyed. Many complain also that some search 
firms over-rate their candidates, or send candidates who are not 
qualified. A number feel that recruiters do not really know or care 
about company requirements (though it must be added that some 
others consider the consultant's “intimate contact with the company 
and understanding of its needs” a prime advantage). Several men 
make the reservation that search firms are interested in, or are 
used for, only the high-salaried jobs. A few say the recruiters are 
too slow, or that the time they will take is too unpredictable. 


HOW CONSULTANTS RECRUIT 


The methods of consultants could be followed, to a certain extent, 
by any well-staffed personnel department interested in executive 
recruiting. Through personal contacts and through the trade news, 
they watch the progress of men in various fields. When a man 
looks promising and they think they may at some time be able to 
place him, they get in touch with him. The proposal may be made 
directly, or the consultant may ask for suggestions for filling a 
job; if the man is interested, he wiil suggest himself. 

The search specialists also use, on occasion, all the standard 
sources: advertising, commercial agencies, trade associations, etc. 

“We have a merchandising approach,” one such specialist says. 
“We keep sales records, and we know from these that we'll be asked 
to fill, say, a dozen comptrollerships next year. We search in ad- 
vance, and make it our business te have in our files men who will 
fit client specifications for the next two years. We know we'll need 
those comptrollers, so we're already locating and talking to men 
who can move when assignments come. We travel. We know the 
names of several men in, say, Milwaukee. We get acquainted with 
them. They may say they’re willing to move.” 

Paying a fee to a search firm does not, of course, guarantee that 
the company’s recruitment worries are over. What are the pros- 
pects of filling a job if you hire a recruiter? Consultants and person- 
nel men of large companies were asked to estimate the batting 
averages. 
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Consultants say one reason they don’t bat 1.000 is that the 
company may change its signals—may promote from within, or 
may decide after an evaluation by the consultant that the job should 
be changed or eliminated. In cases where the original job remains 
open, however, the consultants interviewed claimed records of 90 
to 100 per cent success. 

The personnel men, though not too critical of consultants, rated 
their performance somewhat lower. One personnel manager of a 
multi-division company said that consultants “usually succeed—or 
at least come up with two or three top-flight candidates.” Another 
large company wound up deciding, in three cases out of four, 
that though the consultant's candidates had been pretty good, they 
could do better with their own. A third company, a fast-growing 
transportation firm, reported that one consultant had filled a whole 
series of comparatively low-salaried jobs ($8,000-$10,000), while 
another consultant had scored only 50 per cent success with jobs 
at $15,000 and above. A fourth concern, an advertising agency, 
retained two recruiters to work on the same four jobs. One man 
filled all the jobs, the other none. 


COMMERCIAL EMPLOYMENT AGENCIES 


Respondents were asked how often they had found commercial 
agencies helpful in filling top-management and middle-management 
jobs. (Top managers were defined as “company presidents or other 
officers, company managers, or heads of major divisions and depart- 
ments;” middle managers as “those below the top level, but above 
the first-line level.” ) 

For middle-management jobs, commercial agencies are found 
“often helpful” by only one company out of five, but they are at 
least occasionally helpful to three companies out of four. Small 
and medium-sized companies are much more likely than large ones 
to consider agencies useful in filling these middle jobs. 

Few of the companies surveyed appear to have much faith in 
agencies as a source for filling top-management jobs. Seven out of 
ten respondents say they are “hardly ever” helpful on such assign- 
ments. Yet some companies do rely on commercial agencies, and 
a few top firms have gone to the trouble of listing, for the use of 
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their branches and divisions, agencies suitable for executive recruit- 
ment in various cities throughout the United States. 

The majority of employment agencies are not set up for the pur- 
pose of executive recruiting. But some agencies do specialize in 
this field, and they conduct, on a limited scale, many of the same 
activities as search consultants. They have extensive files of execu- 
tive applicants, they have coast-to-ccast contacts in many cases, and 
they do, within limits, conduct searches. It has indeed happened 
fairly frequently that executive search consultants have located 
successful candidates through commercial agencies. In such cases, 
two fees may be paid for one job; the company pays the consultant, 
and the executive pays the agency. 


HOW COMPANIES SIZE UP EMPLOYMENT AGENCIES 

The principal advantages of commercial employment agencies, as 
reported by survey respondents, are first that they offer a wide 
choice of applicants, and second that they save the company time 
through pre-screening. Some companies like also the confidentiality 
of agency services, and a few make the point that “Those who 
specialize in executives can do a good job.” 

The brick-bats, however, outnumber the bouquets. A_ principal 
gripe is poor screening, which causes the company to be bombarded 
with unqualified applicants; a second objection, widely voiced, is 
that the best men don’t feel they need an agency to get a job, and 
hence are not registered with agencies. “Rarely does a person we 
might consider as an executive go to an employment agency for 
assistance,” runs a typical comment. 

Some companies complain that agencies don’t understand their 
requirements; others say that agencies use high-pressure, oversell 
and overprice their candidates, and are interested only in the fee. 

There is some truth in the statement that many top men will 
not register with commercial agencies. Technical and engineering 
executives particularly are in such heavy demand that they do not 
need to pay an agency fee. And money is not the only deterrent. 
Some (not all) executives fear they will lose face if they ask an 
agency to help them get a job. 
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Nevertheless, companies could work more productively with em- 
ployment agencies if they took the trouble to find the right agencies, 
if they acquainted these agencies more thoroughly with their re- 
quirements, and if they held them up to the mark on screening. 

The way to find a commercial agency suitable for executive 
recruitment, according to companies who use them, is to ask around 
among business associates, particularly among personnel managers. 
If there is a local organization of personnel people, it, too, may be 
able to give guidance. 


COLLEGE PLACEMENT SERVICES 


Alumni placement offices of colleges are another potential source 
of executive recruits. A college placement service has the advantages 
of confidentiality, prestige, and personal interest in applicants. 
Also, it does not charge a fee. 

Not every college has a placement office for alumni (as distin- 
guished from graduating seniors), but most of the better-known 
colleges and technical schools do. Some get out news bulletins on 
available jobs and applicants. Some do—and some don’t—perform 
a good screening job. Though as a rule college placement offices can 
fill only a small percentage of the jobs listed with them, some per- 
sonnel men have found them rewarding. An airline uses two or 
three college services regularly. A paint company personnel direc- 
tor says, “Most of our executive recruitment is confined to colleges 

. . we find the alumni offices have excellent candidates.” * 

Professional associations are, of course, also sources for specialists 

in various fields. 


UNSOLICITED APPLICATIONS 


Most firms, particularly the bigger ones, receive unsolicited ap- 
plications for employment. But the majority give serious consider- 
ation to only a few of these applications, and they are not generally 
thought of as a productive recruitment source. 





* A directory of college placement offices is published yearly as the October 
issue of the Journal of College Placement, 35 East Elizabeth Ave., Bethle- 
hem, Pa. It does not list alumni placement services as such, and the cur- 
rent directory is already out of print.’ Another clue is the listing of colleges 
and universities in the World Almanac and the Information Please 
Almanac. 
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It’s possible that a good bet is being overlooked here. Certainly 
a few companies, mainly large ones, report that unsolicited applica- 
tions are their best source for executive recruitment. One elec- 
tronics firm does 70 per cent of its recruiting from among people 
who have written in to ask about a job. 

Most companies are today at least willing to consider applications 
from men outside their industry and outside their geographic ter- 
ritory, though only a minority recruit actively in these areas. Most 
companies will also, within reason, pay the expenses of a candidate 
living at a distance to come in for an interview, and will pay his 
relocation costs if he is hired. 


RECRUITING PROCEDURES 


Close to half the firms surveyed have or are developing routine 
procedures for handling executive candidates. Formal responsibility 
is usually assigned to the personnel or industrial relations depart- 
ment, but the executive concerned seldom devotes more than one- 
tenth of his time to it. 

An important part is played, of course, by the firm’s officers and 
top executives. Often, in fact, though perhaps less often than for- 
merly, these men fill the top jobs without reference to personnel 
protocols. 

The diverse procedures for interviewing candidates and for 
making the hiring decision are almost as numerous as the com- 
panies surveyed. There are, however, a number of points common 
to most companies. 

For top-management jobs, there are seldom fewer than two in- 
terviews, and much more frequently there are four or five. The 
decision to hire is made most often by “top management” or by 
some other group of persons rather than by an individual. In 
only one-tenth of the companies is the decision left to the executive 
who will be the recruit’s immediate superior. 

In filling middle-management jobs also, single interviews are a 
rarity. Typically, two, three, or four men interview candidates. The 
immediate superior makes the hiring decision in about one company 
out of four; in most of the others it’s a joint decision involving some 
members of top management. 
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HOW MUCH TIME—AND MONEY? 


Two-thirds of the respondents report that they can fill top-man- 
agement jobs within six months, middle jobs within three months 
on the average. But there are many companies that take nine 
months, a year, or even longer to fill both top- and middle-manage- 
ment jobs. 

Respondents were asked what it costs to fill an executive job— 
including consultant fees and the time of the people doing the inter- 
viewing, but not including the costs of training and orientation 
after the man is hired. Clearly, this is not an area in which much 
cost accounting has been done. Estimates range all the way from 
$75 to $15,000. The median estimate for all companies answer- 
ing this question is $1,600, with small-company estimates running 
considerably below those of medium-sized and large companies. 

One obvious risk, it would seem, in recruiting executives from 
outside is that those in the company may become disgruntled and 
may leave. In point of fact, though, hardly any respondents admit 
having lost good men in this way—but they emphasize that this 
happy state of affairs was not achieved without thought and care. 
“We do no recruitment unless the need can be demonstrated,” one 
manufacturer points out. Another: “Our supervisory selection pro- 
cedure, we hope, conveys our intention that those within be 
thoroughly considered first.” 

A few companies admit that some good men have left after being 
passed over for an outside candidate. But others say they have lost 
more men through jealousy or disappointment after making a pro- 
motion from within. 


HOW GOOD ARE THE RECRUITS? 


How well—or how badly—do executive recruits work out? In 
most companies surveyed, at least four men out of five do as well 
as was hoped. But other firms are far less fortunate. Thirty-nine 
say that anywhere from half to all of their recruits have been 
disappointing. 

Small companies fare less well than big ones in the ratio of 
satisfactory recruits. And companies recruiting comparatively few 
executives fare worse than those that recruit many. There may 
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be a number of reasons for this: lack of experience in orienting 
new executives, ignorance of what results may reasonably be ex- 
pected, or a company climate inhospitable to new men. There is 
also, of course, the fact that a company which has had too many 
recruitment failures becomes less likely to recruit. 

About half the respondents feel that the number of failures could 
have been significantly reduced—usually through better screening 
and more thorough investigation. Large companies are much more 


inclined than small ones to accept the inevitability of some failures 
—but then, they have fewer failures to accept. 


HOW NOT TO RECRUIT 


The faults and failings are not all on the candidate's side. Here 
are some troublesome company practices, as seen through the eyes 
of recruiting consultants and employment agencies: 

First and foremost comes the sin of stalling. When an executive 
is ready to leave his job for a new one, say recruiters, he’s in the 
mood for action. He knows that decisions take time—but when 
months drag by without satisfactory explanation, he’s inclined to 
shy away. 

A marketing director was interviewed by a company anxious to 
hire him—but the president was in Bermuda, and the executive 
vice president was in Maine. Before the top men returned, the 
market director had been interviewed by two other comparties. One 
of them waited, the other hired him. A telegram of acceptance 
from the first company came too late. 

Undue waste of a candidate's time is another complaint. A man 
who is working—as most executive candidates are—has limited 
time for interviews. The several interviews that are usually neces- 
sary should be arranged to fit his convenience. 

Unrealistic conditions—such as salaries that don’t fit the job 
requirements, or a demand for many years of rounded job experience 
coupled with an arbitrary age limit—are other recrv‘ting headaches. 
Two respondents out of five in the AMA survey set age limits, with 
the top limits ranging from 30 to 60 years of age. Some companies 
have additional idiosyncrasies, such as preferring graduates of Ivy 
_ League colleges, only men who wear sober neckties, and so forth. 
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Unclear or incomplete job specifications are also confusing to 
recruiters. A good job description not only outlines the present 
duties of the job but gives some idea of the opportunities. It covers 
the character and personality required as well as experience and 
academic training. 


HOW TO AVOID THE RECRUITING PROBLEM 


Not all personnel men deplore the practice of executive recruit- 
ment. There is still a minority who feel that the introduction of 
at least a little new blood at the top is stimulating to the company. 
But the majority feel that the best executives are home-grown. 

Despite the possible pitfalls and disappointments of manage- 
ment development, it remains, if the evidence of the AMA survey 
can be trusted, a major method of holding executive recruitment 
to a minimum. Of the respondents carrying on management de- 
velopment activities (seven out of ten, in AMA’s sample), more 
than half are able to fill at least 80. per cent of their executive 
vacancies by promotion from within. The record of firms without 
management development programs is considerably poorer. 

Says one personnel man: “The better we establish an internal 
plan for the selection, development, and placement of management 
personnel, the less emphasis we will have to place on recruiting.” 


Are American Workers on the Move? 


THE TURNOVER RATE of industrial employees is remaining relatively 
stable, judging from a recent Mill & Factory survey of 211 firms. A rate 
of 3.9 per cent or less was reported by 68 per cent of the respondents, 
and 71 per cent said that their turnover rate is about the same as, or 
lower than, 1955's rate. 

A heavy turnover of unskilled hourly workers was mentioned by 85 
per cent of the companies whose rates were higher than in 1955; 34 
per cent said that skilled hourly workers were involved, and 21 per cent 
mentioned engineers. 

Among the reasons for employee turnover, respondents mentioned the 
desire for more money (60 per cent), search for more satisfying work 
(31 per cent), and transportation difficulties or shift rotation (12 per 
cent). Only 14 per cent believed that other firms were “pirating” their 
skilled workers. 
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Management by } 


Participation 


Its Place in Today’s Business World 


a Keith Davis 


ParticIPATION Is AN OVERWORKED word in the business environ- 
ment, but it is a much underworked activity. The idea sounds good 
to most business men, but they are frequently unsure what to do 
with it. Some grossly misinterpret what it is, and others are not 
sure when to apply it or how far to go with it. One reason for all 
this confusion is that managers have not had much experience with 
the modern style of participation. As they practice it, they usually 
develop confidence in its benefits and attain the skill that cus- 
tomarily comes with experience. Another reason for confusion is 
that there are many new ideas about participation. Only recently 
have social scientists and managers begun to devote substantial 
professional attention to its use in business. Participation, though 
ancient in the history of mankind, is comparatively new in the 
modern business culture. 


THE NATURE OF PARTICIPATION 


{Participation is defined as mental and emotional involvement of 
a person in a group situation which encourages him to contribute 
to group goals and share responsibility in them.) There are three 


Dr. Davis, author, lecturer, and specialist on problems of human relations 
and personnel management, is Professor of Management at Indiana Uni- 
versity. This article is adapted by permission from the author’s new book, 
Human Relations in Business (McGraw-Hill Book Company, 1957). 
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ideas in this definition which are important to business men who 
will practice the art of participation. 

First, and probably foremost, participation means mental and 
emotional involvement, rather than mere muscular activity) Some 
managers go through the motions of participation, but nothing more. 
They hold meetings, ask opinions, and so on, but all the time it is 
perfectly clear to employees that their manager is an autocratic boss 
who wants no ideas. This is busy work, not participation. 

A second important idea in participation is that it motivates 
persons to contribute to the situation.) They are given an opportu- 
nity to release their own resources of initiative and creativeness 
toward the objectives of the organization. In this way, participation 
differs from “consent,” which uses only the creativeness and ideas 
of the manager who brings his ideas to the group for consent. The 
consenters do not contribute; they merely approve. The practice 
of “consent” allows some degree of useful communication (mostly 
one-way), but it does not provide participation in which all mem- 
bers of the group can contribute their ideas. 

A third idea in participation is that it encourages people to share 
responsibility in an activity.) Because they are self-involved in an 
organization, they want to see it work successfully. Participation 
helps them become responsible industrial citizens, rather than non- 
responsible, automatons. 

Managers often ask, “If by means of participation I share au- 
thority and responsibility with my personnel, don’t I lose some of 
my own authority? I can’t afford to lose authority because I am 
responsible, and if I am responsible, I must have the authority.” 
This is a perfectly normal worry, but it is hardly justifiable, because 
the participative manager still retains his authority to decide. . He 
shares his problem with the group by means of a process which 
may be called social delegation. Social delegation in the human 
relations domain is comparable to formal delegation in the organiza- 
tion domain. Formal delegation does not weaken a manager's or- 
ganizational authority; neither does social delegation weaken his 
authority. No modern manager objects to formal delegation. In 
fact, it is his stock-in-trade; it is the act which makes him a man- 
ager. No manager of the future, say 20 years hence, will under 
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normal conditions object to social delegation through participation. 
It, too, will be his stock-in-trade—that which makes him a par- 
ticipative manager. 


BENEFITS OF PARTICIPATION 


Participation is not just a theory derived by someone looking for 
a new idea in human relations. There is ample evidence that it 
works in practice. [The great danger with participation, as with 
scientific management, is that its practitioners will get lost in the 
procedures of participation while overlooking its philosophy./ 

Procedures do not make participation; rather, when they are 
used in the right time and circumstance, they make it possible 
for participation to develop in the minds of employees. The sub- 
stance of participation is a set of attitudes among employees which 
encourages teamwork and satisfies their need for human dignity as 
respected, contributing members of their organization. 

Participation offers many advantages. It is valuable in many 
areas other than job performance, such as working conditions, 
community relations, and employee benefits; consequently, its use 


may produce widespread benefits to a company as a whole. The 
principal advantages of participation may be summarized briefly as 
follows: 


1. It encourages better decisions. 

2. It uses the creativity of all employees. 

3. It restores a measure of human dignity, motivation, and 
mutual interest. : 

4. It encourages people to accept responsibility. 

5. It improves morale and teamwork. 

6. It encourages acceptance of change. 

As a consequence of these general benefits, certain more specific 
production and economic benefits tend to occur. Note that they 
are a result of the general benefits and do not occur independently, 
which means that participation works indirectly through the minds 
and emotions of men to bring its benefits to the production floor. 

Among the specific benefits are: (1) higher rate of output; 
(2) improved quality of product; (3) fewer grievances and con- 
flicts; (4) reduced turnover, absenteeism, and tardiness; (5) in- 
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creased income for distribution to those who are involved in the 
enterprise. 

In the words of William Seward, who studied participative prac- 
tices in industry, “The experience of those concerns who have 
made participation a tenet of policy shows that, when all employees 
are treated as participants in the business, that business can provide 


greater rewards.” 


PREREQUISITES FOR EFFECTIVE PARTICIPATION 


Participation’s success is directly related to how well certain 
prerequisite conditions are met. Some of these conditions occur 
in the participants; some exist in their environment. Taken to- 
gether, these conditions mean that participation works better in 
some situations than others—and in certain situations it does not 
work at all. These conditions are: 

1. There must be time to participate before action is required. 
Participation is hardly appropriate in emergency situations. 

2. \The financial cost of participation should not exceed the 
values, economic and otherwise, that come from it.\ Employees 
cannot spend their full workday participating, to the exclusion of 
all other work! To take another example, if participation causes 
disastrous competitive leaks of information, the cost may be too 
high. 

3. The subject of participation must be relevant to the par- 
ticipant’s organization or something in which he is interested, else 
he will look upon it merely as busy work. 

4. The participant should have the ability, such as intelligence 
and knowledge, to participate. It is hardly advisable, for example, 
to ask the janitor in a pharmaceutical laboratory to participate in 
deciding which of five chemical formulas deserves research priority; 
but he might participate in other problems related to his work. 

5. The participants must be able mutually to communicate— 
to talk each other’s language—in order to be able to exchange ideas. 

6. Neither party should feel that his position is threatened by 
participation.) If a worker thinks his status will be adversely af- 
fected, he will not participate. If a manager feels that his authority 
is threatened, he will refuse participation or be defensive. Par- 
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ticipation, therefore, thrives best in a company culture which truly 
accepts it all the way from the top down. 

7. (Participation for deciding a course of action in an organi- 
zation can take place only within the group’s area of job freedom. 
Some degree of restriction on sub-units is necessary in any organiza- 
tion in order to maintain internal stability. Each separate sub-unit 
cannot make decisions which violate company policy, collective 
bargaining agreements, legal requirements, and similar restric- 
tions. The area of job freedom for any manager is his area of free 
decision remaining after all outside compulsory restrictions have 
been applied. With regard to the restricted area, he and his men 
may participate in deciding that a change should be made, but they 
alone cannot make the change. 


DEGREES OF PARTICIPATION 


Any manager who tries to set up participation in his company 
will recognize that there are degrees of participation ranging from 
zero to infinity, and that the lesser degrees are easier to reach. 
Considerable skill is needed to attain advanced degrees of par- 
ticipation, but there are always places to begin. There are three 
important degrees of participation. The first is the mutual-under- 
standing degree, and its purpose is to help all members understand 
each other’s functions and attitudes so that they will develop better 
teamwork. They become more self-involved, more creative, and 
more responsible members. The advisory degree is built upon the 
mutual-understanding degree, because members are hardly ready to 
give sound advice until they understand the situation. In advisory 
participation an individual can help make decisions and offer cre- 
ative suggestions, but he lacks authority to apply his ideas. The 
leader finally decides the course of action after giving suitable 
weight to ideas of participants. The authoritative degree of par- 
ticipation actually gives the group a degree of power io effect its 
decision. This power may be formal, as when a manager delegates 
decision-making authority on a safety matter to his group, or in- 
formal, as when the group makes decisions subject to the manager's 
right to veto, but his veto is hardly ever invoked. An example of 
the latter is multiple management, which will be discussed later. 
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THE UNION'S ROLE 


A labor union often has definite policies regarding what areas 
and degrees of participation it thinks are desirable. Even if the 
union institution has no explicit policies, its leaders usually have 
definite viewpoints toward participation. Some unions, for example, 
favor joint participation in job evaluation; others do not. 

Many union leaders feel that if they participate in helping 
management decide courses of action, the union’s ability to chal- 
lenge these actions is thereby weakened. These union leaders 
would prefer to remain aloof, having complete freedom to express 
disagreement with management and challenge it at any time. The 
opposite point of view, held by some leaders, is that participation 
gives them an opportunity to get on the inside and to express their 
viewpoint before action is taken, which is superior to disagreement 
and protest after a decision is made. In actual practice, most union 
viewpoints are somewhere between these two extremes; some types 
of participation are acceptable, but others are not. Much depends 
on the existing state of company-union relations, the degree of 
participation proposed, the stability of the union, and similar in- 
fluences. Good faith on the part of both parties is essential. 

An important distinction to unions is the difference between 
(1) employee participation in the role of union representative, 
such as having a union representative on the job-evaluation com- 
mittee, and (2) participation by an individual employee, such as 
in a shop safety committee. Unions are much more hesitant about 
the former, because they are officially involved. They look more 
favorably upon the latter practice, as long as matters covered in 
the collective-bargaining contract are excluded, and usually they 
will not formally object if management wishes to establish practices 


of this type. 
TECHNIQUES OF ENCOURAGING PARTICIPATION 


The participative methods discussed below represent new de- 
velopments and examples of the wide applicability of participation. 
Some methods, for example, work best with managers; other plans 
apply to employees. Some use formal committees; others work 
informally. The plans are consultive supervision, democratic super- 
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vision, production committees, suggestion programs, and multiple 
management. 


CONSULTIVE SUPERVISION 


Consultive supervision, also called consultive management, is 
the term which best describes a manager's general efforts to develop 
informal participation, with minor emphasis ‘on formal committees 
and procedures. It is the kind of participation which a manager 
can apply even though his boss does not apply it. No new company 
policies are required, and the existing authority-responsibility re- 
lationships in his firm are not affected. Consultive supervision, as 
the name implies, means that the manager consults with his em- 
ployees on key problems which affect them, in order to get them 
to think about the problems and contribute their own ideas before 
he makes decisions. This approach requires that a manager be 
genuinely receptive to ideas of his men so that they can perceive 
that their ideas are useful. A manager applying consultive super- 
vision must have the humility to admit that he does not know more 
than all his men together and that his ideas are not always best. 
His attitude is the important factor, rather than the procedure 
itself, because his men will quickly perceive the superficiality of any 
procedure which is not underwritten by a genuine desire for em- 
ployee ideas. 

Consultive supervision does not weaken a manager’s formal au- 
thority, because he still retains the right to decide. It normally 
should strengthen his informal authority, because his consultation 
with employees and response to their ideas help to make him their 
representative as well as the company’s. A number of important 
by-products, such as better communication and grievance settle- 
ment, come from consultive supervision, because both parties better 
understand each other’s problems. 


DEMOCRATIC SUPERVISION 


Democratic supervision, also known as democratic leadership, 
is often used as a synonym for consultive supervision, but, in a 
narrower sense, democratic supervision is something different. It 
makes a greater shift of decision-making responsibility to the group. 
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In some instances, the supervisor “delegates” decision-making au- 
thority to his group to the extent that he does not proceed until 
group decision is reached on matters referred to it. If the group 
does not decide, this is the supervisor’s cue that no action should 
be taken. Although he theoretically retains ultimate authority, in 
practice he shares it with his group. 

The democratic supervisor obviously does not let his group make 
all decisions affecting it. In the first place, decisions can occur 
only within the area of job freedom, as described earlier. Each 
group in a coordinated production unit, for example, cannot deter- 
mine its own days and hours of work. In the second place, only 
a few of the total number of decisions are brought to the group; 
otherwise, it would spend its whole day deciding. What is meant 
is that the democratic supervisor brings to his group a sufficient 
number of problems to cause them to feel that their creativity is 
being used and that they are adequately involved in determining 
the affairs which affect their work. The feeling or climate of par- 
ticipation is the important factor, not the number of decisions. 


PRODUCTION COMMITTEES 


Production committees are groups formally organized to consider 
work problems and composed jointly of worker and management 
representatives. They have been used for decades, especially in 
railroading and clothing manufacturing; and on occasion they have 
produced excellent results. But production committees have had 
a checkered record of success. In some industries they have been 
successful, but not in others. Some companies have used ‘them 
for a while, then dropped them. 

One reason for the poor performance record of production com- 
mittees is that management and labor have lacked the human 
relations skill to utilize them. This impediment will be removed 
in time, but other impediments are not so easily pushed aside. Some 
union leaders feel that production committees are a surreptitious 
device for a speed-up. Others believe that unions should not be- 
come involved in “management work” related to production, because 
it will weaken the union’s role. A number of employers object to 
“letting the union (or workers) manage the plant.” As a further 
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deterrent, there is the ever-present possibility that the committees 
will become bogged in red tape, lose continuity because of in- 
frequent meetings, or otherwise become impotent. Because of these 
problems, production committees may continue to play a minor 
participative role in business under normal conditions. Other 
practices, such as informal consultive supervision, tend to be more 


widely applicable. 
SUGGESTION PROGRAMS 


Though suggestion programs have been more successful than 
production committees, they need careful “feeding and watering” 
in order to flourish. One human relations weakness is that they 
exist primarily by written communication; hence the motivation 
that comes from face-to-face interaction is lacking. The employee 
seldom participates in the consideration of his ideas; other persons 
do that for him. 

A second suggestion-program weakness is the tendency of the 
average foreman to resent employee suggestions, because he looks 
upon them as criticism of his ability and efficiency. 

One answer to this problem is the kind of higher-management 
support which gives a foreman credit for a high suggestion rate in 
his department and which sells him on the philosophy that all 
employees can have good ideas. Another answer is to give the fore- 
man some financial return for suggestions accepted in his depart- 
ment, such as 10 per cent of total payments to his men. 

Just as foremen resent suggestions, specialized staff personnel 
may resent them even more when the suggestions apply to their 
specialty. Experience has shown that industrial engineers especially 
tend to object to suggestions affecting processes for which they are 
responsible. Many a good idea has died, not because someone failed 
to suggest it, but because some specialist rejected it partly for 
emotional reasons. 

An even more difficult problem with suggestion programs is 
the employee’s reluctance to suggest any improvement which will 
make production more efficient and thus deprive fellow workers of 
‘employment. He also hesitates to make any proposals which cause 
other employees to have to produce more (even though the work 
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is made easier) because he knows they may retaliate by rejecting 
him socially or using other pressures. The result in many instances 
is that employees do not dare te make production suggestions. 
Instead, they emphasize personal needs, such as better locker space. 

Suggestion programs are workable and have a place in partici- 
pative management; however, their role is limited because of their 
narrow scope (i.e., only suggestions) and their emphasis on the 
written word. Face-to-face practices have broader usefulness in 
participative management. 


MULTIPLE MANAGEMENT 

Multiple management is a participative practice started in 1932 
at McCormick & Co., Inc., primarily for junior executives. It 
has been used successfully around the world in hundreds of com- 
panies, both unionized and nonunionized. Its central core is a 
junior board of directors which is given the opportunity to study 
any company problem and to recommend courses of action. Com- 
pany information is made freely available to them, and their meet- 
ings are unrestrained by the presence of any senior executives. 
Members set their own by-laws and rotate their membership. Only 
two “brakes” are put upon the board. First, all recommendations 
must be unanimous, which encourages the board to recommend 
only the better ideas on which all can agree, and which places 
responsibility for the recommendation on each member. Second, 
no recommendation becomes effective until the president or senior 
board approves it, which is a means of retaining ultimate top-man- 
agement control. In practice, this second “brake” is seldom needed 
when the plan is working well. At McCormick & Co., to cite one 
example, only six out of 2,109 recommendations were rejected in 
the first five years of multiple management. 

As the practice eventually developed at McCormick & Co., multi- 
ple management also used specialized junior boards, such as a factory 
board, sales board, and institutional sales board. The use of these 
specialized boards depends somewhat on the size of a firm and its 
own particular problems. Obviously, a small company of only 300 
persons would have no need for the additional specialized boards. 

Multiple management has proved itself as a participative prac- 
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tice for management, especially for the sometimes-overlooked middle 
managers. It is an excellent way to bring new blood into the top- 
management structure and to train men as they move up. It taps 
the reserve of creativity which middle managers seldom get to use, 
and it encourages them to take on responsibilities as rapidly as they 
are able. The result is a plan which helps meet their age-old desire 
to participate, and does so in a way that benefits managers, workers, 
stockholders, and customers alike. As with any plan, there have 
been occasional failures. Two prime reasons are lack of genuine 
support by top management and suppression of free committee 
discussion because senior executives attend meetings. 


DEVELOPING EFFECTIVE PARTICIPATION 

The five participative plans discussed—consultive supervision, 
democratic supervision, production committees, suggestion pro- 
grams, and multiple management—are examples of the many ways 
in which management can develop participation among its em- 
ployees. There is now considerable evidence that participation can 
increase productivity and morale, along with other beneficial side 
effects. It offers an unlimited potential for improvement in busi- 
ness, but this potential is tempered by the fact that it cannot be 
suddenly Cand rashly) “installed.” As part of the culture of the 
plant, it is a change which must come about slowly; and since it 
is a human relations change, great skill is needed to apply it. 
Management should therefore proceed with caution, building each 
improvement upon a past success—but by all means, management 
should proceed! 


Whole-Dollar Paychecks 


THE WHOLE-DOLLAR APPROACH has been adopted for the payroll of 
23,000 non-managerial employees of Consolidated Edison Co. of New 
York, The Controller reports. A worker earning $84.60 a week receives 
$85.00 instead the first week, ditto the second week. The third week he 
receives $84, to compensate for the overpayments during the first two 
weeks. 

The reason for this change is installation of a huge electronic account- 
ing machine in the utility’s general office. The new “brain” works fastest 
when dealing with even dollars. Fractions give it trouble. 
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Executive Development, 
British Style 


Some Comparisons with American Approaches 


@ Rosemary Stewart 
Acting Director 
The Acton Society Trust, London 


OQursmE THE UNITED STATES, management development has 
received more attention in Great Britain than in any other country. 
Although British companies have shown interest in learning how 
American firms are tackling this management problem, however, 
American companies rarely seem to wonder whether there is any- 
thing they can learn from the British approach. 

In many ways, it might prove helpful to examine the experience 
and techniques of some of the leading British firms: generally, 
their more experimental and less formalized approach; more spe- 
cifically, their emphasis on the recruitment of high-grade candidates 
and on careful selection procedures. Some British selection methods 
—in particular, group selection—should be worth studying, and the 
attention paid to talent-spotting and the variety of methods em- 
ployed in this area might also prove suggestive. 

It could prove equally fruitful to examine what British firms do 
not do. Why don’t they use “personality tests”? Why don’t they place 
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as much emphasis on appraisals as do their American counterparts? 
Are their reasons worth consideration by an American company? 


SCOPE OF THE STUDY 


For the Acton Society Trust, an independent research society in 
London, the author recently completed a two-years’ study of the 
problems and practice of management development in 50 of the 
largest manufacturing companies in Great Britain.* Based on an 
analysis of the educational background and career history of over 
3,000 managers, several hundred of whom were personally inter- 
viewed, the study included a critical appraisal of these companies’ 
approaches to management development. 

To follow up this research, the author visited Canada and the 
United States for two months to compare the British and American 
approaches to the problems and practice of management develop- 
ment. In addition to visits to six large companies in Canada and 
16 in the United States (in San Francisco, Chicago, Detroit, and 
New York), all of which employed more than 10,000 persons and 
15 of which were manufacturing companies, this investigation in- 
cluded interviews with faculty members at a number of schools of 
business administration, with members of research societies, and 
with management consultants. 

A review of British practice may well be of particular interest 
at this time, when a rethinking of the approach to management 
development is taking place in some companies in the United States. 
This article does not attempt to be a comprehensive comparison of 
management development in leading companies in the two coun- 
tries; such a comparison would require much longer than the two 
months which were spent in North America. It does not, for in- 
stance, include a discussion on management training, both because 
that has been studied by many previous English visitors and because 
only a lengthy stay would reveal how much planned development 





* Management Succession. Acton Society Trust, 39 Welbeck Street, London, 
W.1, England. 139 pp. $1.75. This study was financed by the Depart- 
iment of Scientific and Industrial Research—-Medical Research Council 
Joint Committee on Human Relations in Industry. 
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was really taking place in the companies visited. Instead, this article 
is confined to impressions of some differences in other areas of 
management development that seem to be significant and a review 
of British approaches and techniques that could be of value to Ameri- 


can companies. 


DIFFERENCES IN APPROACH 


The widespread publicity and promotion of formal management 
development programs in America has had both a good and a bad 
effect: it has fostered a genuine interest, but it has also encouraged 
a bandwagon approach. There is probably a greater awareness in 
American companies of the need to do something about management 
development (although this impression may be unduly optimistic, 
since only those companies in America that have a good reputation 
in the field were visited during this study). At the same time, how- 
ever, there has been a tendency for the “fad” aspect of management 
development to lead to a demand for packaged programs and for 
such gimmicks as the elaborate, many-colored replacement chart. 
Some American companies are also suffering from the results of 
rushing into formal programs without adequate thought and prepara- 
tion—perhaps because they felt a need to say, “Look, we are doing 
something about management development.” One well-known large 
company, for instance, was reported to be starting its third post-war 
management development program, a much more flexible and in- 
formal one, because it found that its earlier programs, which were 
set forth in large and elaborate manuals, had not insured a supply 
of good managers. 

The British companies that are actively concerned with manage- 
ment development have had a more cautious and less formalized 
approach. Admittedly, in Britain there has also been something of 
the bandwagon approach, particularly to external management 
training courses. In general, however, British companies have had 
a more empirical attitude to management development. There also 
seems to be a greater tendency in British companies to try a number 
of possible solutions to a problem, rather than to believing that there 
is only one answer. This may be observed, for instance, in the 
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approach of some British companies to talent-spotting, which they 
believe can only be done effectively by using a variety of different 
methods, such as assessments, internal advertising, organized talent- 
spotting by senior management, and interviewing of all employees 
in certain age groups. Many American companies, in contrast, tend 
to rely very heavily on assessments alone—hence almost exclusively 
on the views of the man’s immediate superiors. 


ORGANIZATION 


American companies tend to attach much more importance to 
organizational analysis as part of a management development pro- 
gram. Hence, there is probably little or nothing that American 
companies can learn from British companies on the role of organiza- 
tion in management development, unless it is a more skeptical at- 
titude to the value of elaborate job descriptions (which many British 
managers consider of limited value, since in many cases they rapidly 
become out of date). In general, there seems to be a greater skep- 
ticism in British companies concerning methods that involve a lot of 
paperwork. 


RECRUITMENT AND SELECTION 


There are some curious contrasts between British and American 
companies in the field of recruitment and selection. The main one 
is the much greater belief in and: use of psychology in American 
companies. Yet, in spite of this, selection procedures may in some 
ways be superior in British companies, who seem to place greater 
emphasis on recruiting candidates of a high caliber. This is par- 
ticularly marked in graduate recruitment. Although companies in 
both countries complain of the shortage of graduates, especially 
of engineers, and hence of the terrific competition for graduates, 
there seems to be a more “catch-as-catch-can” attitude towards grad- 
uate recruitment in the United States. It is, for instance, rare for 
graduates in England to be offered a job during a short interview 
at the university, and some British companies devote one or two 
days to an intensive selection process for their graduates. It is in- 
teresting that, whereas American companies consider that elaborate 
graduate selection would weaken their competitive recruitment posi- 
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tion, some British companies feel that, if selection is made difficult, 
graduates will feel that the company is a good one that values its 
employees highly, and will want to join it. 

“Personality tests” are almost unknown in British companies, al- 
though intelligence and aptitude tests are used more frequently. 
British companies are not convinced of the value of personality 
tests. In this, they are probably influenced by the skepticism of 
many British psychologists concerning the validity of personality 
tests for industrial selection—a skepticism which, it should be 
pointed out, also exists among some American psychologists. It is 
usually felt in British companies that, insofar as personality charac- 
teristics are discoverable, more reliable results will be obtained from 
other methods, such as close contact with professors and teachers 
so that more accurate references can be obtained, group selection, 
and sometimes interviews with a psychologist, as well as a series 
of individual interviews with management. 

A technique used in some of the British companies, but seldom 
if ever in American firms, is group selection. The purpose of this 
technique is to determine how a candidate reacts in a group situ- 
ation with his peers, instead of seeing him solely as an individual 
being interviewed by his superiors. In British companies, it may 
be used to help with the selection of trainees, for filling foreman 
positions, and sometimes for more senior appointments. It is rarely 
considered suitable for specialist appointments. It is curious that 
none of the American companies visited during this study seemed 
interested in it as a possible selection method. 

Internal advertising of vacancies is another selection method that 
seems much more common in British manufacturing companies than 
in American. In many British companies, a variety of junior posts 
are advertised internally, and in some companies this procedure 
is used for all posts up to and sometimes including departmental 
manager. The reasons given for employing the practice vary. In 
many British companies, there is great concern with insuring that 
employees realize that promotions are fair, and internal advertising 
is primarily supported because it is thought to be good for morale. 
There is a fairly widespread feeling among British employees that 
internal advertising helps to make for fairer selection, since it 
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provides an opportunity for a man to be judged by somebody other 
than his immediate superiors, who might be biased or unable to 
visualize him in any other setting than his current job. Some 
British companies have a formal or informal agreement with the 
trade unions or a staff committee that vacancies up to a certain 
level shall be advertised internally except when someone is obviously 
in line for the position. Another reason given by those British man- 
agements who favor internal advertising is that it sometimes brings 
to light unexpected ability, particularly at the first-line supervisory 
level, where it is hardest to know who has potential, or for such 
special posts as training manager, where the most seemingly un- 
likely people may be found to have the right qualifications. 


APPRAISALS AND POST-APPRAISAL INTERVIEWS 


Companies visited in the two countries differ most importantly 
in the use of appraisals and post-appraisal interviews. In most of 
the American companies, appraisals and post-appraisal interviews 
were described as the core of the management development program. 
Indeed, sometimes it seemed as though they were the program. In 
contrast, some of the British companies who are most concerned 
about management development have never used appraisals, or have 
abandoned them for a variety of reasons. Others may only use 
appraisals for special groups, such as trainees, junior staff, or those 
who are thought to have a high potential. Moreover, none of the 
British companies visited two years ago used post-appraisal inter- 
views. One reason given was that their managers would not be 
capable of conducting such interviews. However, at least two of 
these companies are now planning to introduce post-appraisal inter- 
views. It may be of interest that one of these companies is proposing 
to make assessments voluntary for the assessee, and to include self- 
assessment as well. This perhaps is illustrative of the experimental 
approach of some British companies. 

Although many will take issue with the British underemphasis 
on appraisals, it highlights the tendency of some American com- 
panies to regard appraisals and post-appraisal interviews as the 
main answer to the problems of management development, instead 
of merely as a potentially useful but fallible tool. This emphasis 
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may mean that too little attention is paid to recruitment and selec- 
tion—areas in which some American companies seem to be weak. 
It can also mean that the limitations of appraisals and the difficulties 
of conducting an effective post-appraisal interview may be un- 
derrated. 

It is significant, for instance, that although so much importance 
is attached to appraisal programs, no adequate research has been 
done into their effectiveness. Research, so far, has been limited to 
technical and minor aspects of appraisal, such as determining the 
most reliable method of rating. It has ignored the more vital ques- 
tions, such as: 

Do appraisals based on personality characteristics indicate the 
whole man, or merely a few characteristics that may give a mis- 
leading impression? 

What are the relative advantages of group appraisals and individ- 
ual appraisals; for instance, what seems to be their effect on the 
degree of genuine management participation? 

Are appraisals an adequate method of spotting talent, or do they 
need to be supplemented in some way? 

How many managers are capable of conducting an effective post- 
appraisal interview? 

Can this capacity be improved, and, if so, how? 

Is there a danger that, in spite of warnings to the contrary, post- 
appraisal interviews may have a negative bias? 

Is there a danger that appraisals may be used by management 
as a weapon rather than a tool? 

Does there seem to be any connection between the appraisal 
program on the one hand and development on the other? For in- 
stance, how many managers really follow up the post-appraisal in- 
terviews by individual coaching? If they do, has behavior and per- 
formance improved since the program was introduced? 

What are the reactions of managers to an appraisal program? 
What kind of resistances may be encountered, and how can they 
be overcome? 

Is there any danger that an appraisal program may discourage 
the truly permissive attitude in which creative work is done, by 
fostering an overly self-conscious attitude in the employee? 


86 THE MANAGEMENT REVIEW 





Unless we know the answers to at least some of these questions 
—and the answers may well vary from one company to another, 
depending, for instance, upon the caliber of managers and whether 
the leadership tends to be democratic or authoritarian—we can 
know little about the effectiveness or the effects of an appraisal 
program. 

EVALUATING kU“ TS 


Both in Britain and the United States, uss. is a need for greater 
knowledge about the effec.iveness of various methods of management 
development. Much of what has been written on the subject ignores 
the fact that any planned activity should be examined from three 
angles: what is supposed to happen, what people think is happen- 
ing, and finally what is happening. Although considerable time 
and money is being spent on management development, little is 
known about what is actually being accomplished, and many com- 
panies seem to be relying on faith that certain activities must produce 
good results. 

It may not be possible to evaluate the results of any program 
with complete accuracy, but we should at least remember that 
what is happening may be very different from what is supposed to 
happen. Critical appraisal of the effectiveness of a management 
development program is a much less comfortable process than com- 
placent acceptance of the program’s supposed value, but it is poten- 
tially much more useful. 


Company Public Relations—Who Does the Job? 


THE MOST POPULAR METHOD of handling company public relations is 
to keep it entirely within the firm with no outside help of any kind, 
according to a recent Tide survey of advertising executives from 1,100 
companies. This procedure is favored by 42 per cent of the companies, 
while the next largest group (20 per cent) use their advertising agencies’ 
PR departments to supplement the work of their own staffs. Of the 
remaining 22 per cent with their own PR staffs, half call on independent 
public relations firms for supplementary work and the rest use both 
independent firms and their advertising agencies. A small minority (16 
per cent) have no departments of their own, preferring to farm out all 
public relations work to their advertising agencies, independent firms, 
or both. 
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IN THE PAST SEVERAL YEARS, this country has witnessed a great 
wave of interest in the training of management people, particularly 
middle management and top line executives. This training is now 
assuming increasing importance. We have come through periods 
of great change in recent years, and we stand upon the threshold 
of periods of still greater change. 

The development of powerful machinery and equipment has 
added a thousandfold to the strength of man’s muscles and the 
length of his arms; consider, for examp!e, the amount of work one 
man can accomplish today with a tremendous piece of earthmoving 
machinery or a power press. Moreover, man’s mental activity has 
been supplemented ten thousandfold by the use of such devices as 
the electronic computer and data-processing machinery. An elec- 
tronic computer can now accomplish in minutes what would take 
many man-years to accomplish by more prosaic methods. 

We can scarcely envisage the radical changes and developments 
that will soon have an impact upon our existence. Experiments 
with the application of atomic power are moving forward with great 
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rapidity, and new sources of energy will open even broader horizons 
of opportunity. Great as have been the changes in the past ten years, 
they will be dwarfed in the years just ahead of us. With this rapidly 
changing tide of human events, management must move faster in 
preparing for the job ahead. 

Executive action is peculiarly the same, whether the organization 
be church, state, business, social, or family, and whether the product 
be automobiles, wheat, visas, or public utility services. Every enter- 
prise, every organized effort requires order, managerial technique, 
and leadership. A few men may be naturally gifted as leaders, but 
everyone can benefit from training—from a systematic program of 
developing the qualities of leadership essential to good management 
and to the effective direction and coordination of the efforts of sub- 
ordinates. 

Leadership is a skill that can be imparted and passed on. Most 
individuals can acquire it, if they are willing to devote the necessary 
time and effort to do so. 


THE EXECUTIVE TASK 


The value of the executive depends not upon his personal work 
production, but upon the production he is able to obtain from 
those under his supervision and the influence he is able to exert 
upon those with whom he comes in contact. Executive qualifications 
may be divided roughly into three general classifications: 

1. Ability to analyze and arrive at satisfactory conclusions. First, 
the executive must have the ability to analyze a problem, a situation, 
or a set of circumstances and arrive at a reasonably satisfactory 
conclusion. The higher he stands in the hierarchy of management, 
the more important does this qualification become, because it is at 
the top levels that the most important and far-reaching decisions are 
made, beginning with the first fundamental decision as to the ob- 
jectives of the undertaking. 

2. The second qualification is the ability to set up a proper or- 
ganization, including not only organization structure but the selection 
and assignment of individuals to fill that organization. This quali- 
fication also is more important at the higher levels of management, 
because that is where organization structure is usually determined 
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and where final selection of individuals to staff the organization 
is customarily made. 

3. The third qualification is the ability to make the organization 
function. To transmit through the organization the objectives, ideals, 
and decisions of higher management, to get those objectives and 
decisions accepted, and to get all members of the organization work- 
ing effectively toward their consummation and the production of re- 
sults is the key to the success of the undertaking. This qualification 
is the greatest test of management today—a “must” at all levels in 
the management team. 

Leadership is interested in how people can be brought together 
to work together for a common end, effectively and happily. There 
is a difference between command and leadership. Commanders 
direct organizations and, in so doing, subordinate individuals in 
working toward organized ends; leaders guide and develop individu- 
als so that they may better share in realizing group accomplishments. 

We might use this as a workable definition of leadership: “Lead- 
ership is the activity of influencing people to cooperate toward some 
goal which they come to find desirable.” Even with good organiza- 
tion, we can never achieve the strongest group cooperation unless 
someone makes it all appealing. Someone must make the group 
loyal to the purpose. Someone must be able to show people how they 
are benefited by joining and how they are benefited by the purpose. 
That someone is the leader. 


QUALIFICATIONS FOR LEADERSHIP 


All the qualities and characteristics of effective executives can 
be placed in a framework of eight basic qualifications of leadership. 

<1. Inspiring confidence in people. To be a leader, one must have 
the confidence of the people he is to lead. To inspire confidence 
embraces a number of things on the part of the leader. The first 
necessity is a competent knowledge of the technical tools and proc- 
esses with which his followers work so that he can instruct and 
develop them in their use. This does not mean, however, that a 
leader himself must be an expert. 

Knowledge and understanding of the broad policies of the under- 
taking in which he is a leader are also necessary. People will not 
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long have confidence. in the leader who cannot answer questions of 
policy in which they are interested. Neither will they have confi- 
dence if the leader bluffs through his answers, because bluffing or 
lack of sincerity cannot long remain a secret. 

The leader must also have a reputation for keeping his word. 
Promises must be kept if confidence is to be established. 

Finally, the leader must exercise good judgment in all matters, 
both business and personal. The leader who believes he can exercise 
good judgment in business affairs while at the same time refusing 
to exercise it in his personal affairs will not long reimain a leader. 

2. Persistence in driving toward the goal. The leader must be- 
lieve firmly in what he is striving to accomplish. He must have the 
persistence and perseverance to look for methods to attain the goal, 
trying one after another if necessary until the right one is reached. 

3. Ability to communicate without misunderstanding. The leader 
must have the ability to explain the goal to others and make it 
appealing to them. This does not mean that he must be a persuasive 
orator or a skilled writer, nor that he must have a particular degree 
of education. It is an ability that can be acquired. It is important 
to realize the difficulties of communication and to guard against the 
mistakes of the listener. Unless the leader can say what he means, 
there will be misunderstanding. 

4. Willingness to listen receptively. This attribute often dis- 
tinguishes the leader from the commander. There is a difference 
between listening with a closed mind and listening with a sincere 
desire to understand and to make the best use of the other person’s 
point of view. 

5. Genuine interest in people. A leader must have a genuine 
interest in the welfare of those under his leadership. Such an in- 
terest cannot be simulated or put on like a cloak; a lack of genuine- 
ness will sooner or later betray itself. 

6. Understanding people and their reactions. A leader must 
understand people and why they act as they do—people as individu- 
als and people as groups. Some people have this faculty intuitively. 
Others must acquire it. It is essential to understand that what the 
individual thinks, says and does is the product of many different 
forces working upon him. In this connection, an observation made 
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by Dorwin Cartwright will bear some consideration: “I have become 
convinced that no small part of our trouble in dealing with people 
has resulted from an irresistible tendency to conceive of our prob- 
lems in terms of the individual, when some larger unit would have 
been more appropriate.” 

7. Objectivity. A leader must be careful to be objective and not 
let the sentiments of other people react upon his own. This is a 
tough assignment. One way he can practice objectivity is to ask 
himself, “Why? Why does he say this, and why does he feel the 
way he does?” 

8. Forthrightness. A leader must be forthright. He cannot let 
people wonder what he is thinking. He cannot let it be said of him, 
“He always plays his cards close to his chest.” 

Nearly everything that has been said or written on the subject 
of leadership can be fitted into the framework of these eight quali- 
fications. For example, here are some frequently mentioned attrib- 
utes of a manager or leader that certainly fit into the first qualification 
—that of “inspiring confidence in people”: integrity; dependability; 
fairness; freedom from the habit of worry; generosity and fairness 


to all; self-confidence and self-assurance; a sense of fair play. 
Similarly, we could go through a countless list of attributes and 
find that they fit into the broad framework. 


THE TOOLS OF LEADERSHIP 


The tools of leadership are as simple and as basic to the profession 
of leadership as the wheel is to our modern civilization. These tools 
must be part of the kit of every manager. They are neither com- 
plicated nor difficult to use—but it may be necessary to polish them 
up and practice them, because many of them have been lying idle 
too long. 

1. Close and frequent contacts with people. There is a type of 
executive who would rather write a note to a subordinate in the 
next office than get out of his chair and stroll in for a discussion. 
This executive does not understand that the very act of discussion— 
the interchange of conversation—will not only serve better in 
getting across his idea but, through giving the opportunity of re- 
buttal, will enable him either to sell his idea better or change it if 
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he is wrong. Further, this personal contact serves to cement the 
essential cooperative relationship. 

The leader should take advantage of every opportunity for es- 
tablishing and maintaining friendly relationships with his subordi- 
nates. It is surprising how many opportunities most of us deliberately 
avoid if we are not careful. 

2. Keep all interested parties informed. The leader can forge 
a tremendously effective tool to win the cooperation of his group 
by taking advantage of the opening to their minds that natural 
curiosity offers. He will grow in stature with his group as he pur- 
posefully sets out to keep them all informed about what is going 
on and how it affects them. Furthermore, he will thus minimize 
the problem of others spreading misinformation to his people. 

There are many ways in which this tool can be put to use, in- 
cluding individual discussions, group meetings, and bulletins and 
advices. The leader should seek out these opportunities and take 
advantage of them. _ 

3. Assure that all employees receive fair, impartial, and con- 
siderate treatment. No one will argue about the necessity of this 
particular tool, but unless a conscious effort is made to use it, it is 
surprising how quickly it becomes rusty. Among other things, its 
use involves granting reasonable requests, making proper use of 
commendations, taking prompt action on all requests, and assuring 
proper operation of any grievance procedure. 

4. Know what is going on. How often is an individual faced 
with circumstances that he thought “could never happen here”? 

“In my department, we take pride in keeping in constant touch 
with the people who are ill.” That statement was made by a de- 
partment head who thought he knew what was going on. Actually, 
the only contact that was being made between the company and 
the employees in the hospital was a mimeographed note from a clerk 
forwarding benefit checks in a routine manner. This leader’s re- 
mark was not a willful misstatement or an endeavor to deceive; he 
just did not know what was going on. 

5. Assume full responsibility of running your job. There are 
facets of every responsible job that are easier to ignore than to cope 
with. They range all the way from merely annoying tasks to down- 
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right distasteful ones. The neglect of such things in a single in- 
stance may do no great harm, but neglect becomes a habit and the 
results of continued neglect are cumulative. It does not take too 
long for members of an organization to size up their leader. Once 
they have come to the conclusion that he is unwilling to face up 
to his total job, his prestige may well drop to a level from which it 
is difficult to rebuild. 

6. Talking to people. Actually, this is the handle needed to 
make use of all the other tools, because “talking to people” is es- 
sential if we are to maintain close and frequent contacts with people; 
keep all interested parties informed; assume that all employees 
receive fair, impartial, and considerate treatment; know what is 
going on; and assume full responsibility for running the job. 

But it is essential to regard it as a separate tool in order to ap- 
preciate its importance. The proper use of this tool will enable you 
to understand people, help them, and make them enthusiastic 
members of your team. 

These six tools could easily be listed on a single sheet of manu- 
script, but each could be made the subject of lengthy discussion 


and consideration. 


THE IMPORTANCE OF TEAMWORK 


One other quality closely akin to leadership is teamwork. It is 
not necessarily true that if we have good leadership we also have 
teamwork. There is a distinction. 

Teamwork cannot exist without leadership, but leadership can 
exist without team play. As a matter of fact, strong leadership can 
disrupt team play if the necessity of complementing one with the 
other is not thoroughly understood. 

Leadership must be coupled with teamwork if the purposes of 
a large organization are to be secured. Fortunately, in business it 
is not necessary that the action of every part of the team be knit 
together with the same precision that is required in the playing of 
an orchestra, for example. There is plenty of room for individual 
initiative on the part of the several leaders that make up every 
team. There is even room to feel our way by the trial-and-error 
method. 
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But everyone experienced in leadership knows that many times, 
in the interest of teamwork, it is necessary for him to subordinate 
his own personal desires to the interest of the team. He may be 
anxious to get started in a particular direction but, if the team is 
not yet ready, he must restrain himself. Although the team may 
need his support today, he knows that tomorrow the shoe may be 
on the other foot and he will need their support. 

The man who is filling a position of responsibility knows that he 
must give his subordinates the maximum leeway possible in deter- 
mining their own method of approach, because that in itself de- 
velops their leadership ability. But he must also be sure that when 
he, as the leader, decides that it is necessary to use a particular 
method of approach, he can depend on his subordinates to pull as 
a team without hesitation. 

This does not mean that there is a conflict between leadership 
and teamwork; on the contrary, the two points of view need not 
be antagonistic. An executive’s success as a leader depends in a 
great measure on his success in developing the leaders under him 
upon whom he must rely. This becomes more and more important 
as he goes up through the chain of leadership and consequently be- 
comes further insulated from the thinking and the feelings of the 
workers and the first-level leaders. 

There is no question that the first-level leader knows the workers 
and the local situation and is usually in the best position to make 
the right decision from the point of view of the needs of his particu- 
lar group. There is also no question that the leader at the upper 
end of the chain is in the best position to know how a particular 
decision will affect other groups in the organization or other broad 
matters that he has under consideration. In addition, he knows 
how the same situation has been handled in other places and what 
the results were. He is thus in the best position to make the right 
decision from these wider aspects. 

When the decision is the right decision from both points of view, 
there is no conflict of opinion. But when a different decision’ is 
indicated when the matter is looked at from the two points of view, 
the qualities of leadership and team play meet their sternest test. 
The right decision may be either one or the other—or it may be a 
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compromise. But the only way to insure the right decision in this 
kind of a situation is for the higher leader to have a thorough under- 
standing of what effect the decision will have at the lower levels, 
and for the lower-level manager to have the same thorough under- 
standing of the broad implications that the decision has at higher 
levels of management. 

This thorough understanding can only be accomplished by a 
comprehensive interflow of communication and consultation. There 
must be mutual respect and consideration. Higher-level leaders 
must aggressively and consistently undertake to keep those at lower 
levels as completely informed as possible of the problems of the 
business, and must as consistently consult with lower-level leaders 
before reaching decisions that may have substantial effect on the 
lower levels. : 

Lower-level leaders must be completely frank in acquainting their 
superiors of their opinions and feelings. This will not occur unless 
the higher leader is imbued with the qualification of “receptive 
listening.” 

Under this sort of handling, in most cases, the right answer will 
become obvious and will be accepted by both levels. In instances 
where the lower-level leader is not convinced, of course, the higher- 
level leader's decision must prevail; but even here, there will be a 
more complete understanding. The leader whose conviction was 
not accepted will know it had thorough consideration, and the re- 
spect and confidence of the superior for his subordinate will cer- 
tainly be enhanced by the display of teamwork that follows. 


CONCLUSION 


The job of an executive is not a lazy man’s job. It requires con- 
stant application throughout his career. The leader is important in 
his job, not because of his own production, but only as he leads 
people toward the accomplishment of their objectives—objectives 
that must be channeled toward an over-all, planned result. 

Whether we call this ability administration, leadership, or man- 
agement, it is one of our country’s scarcest commodities and, at the 
same time, a commodity that will be needed in increasingly greater 
amounts to meet the demands of our changing times. 
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Times Square, New York 36, N. Y. 


AMA will pay norma! postage and handling charges on all orders accompanied by check or money order. Orders under $5.00 
should be accompanieo by remittance. Orders of $5.00 or more, unless accompanied by remittance, will be billed for 
postage and handling charges. Add 3% sales tax tor wders to be delivered in New York City. 





Meeting current conditions ... 





AMA Special Manufacturing Conference on 
PRODUCTION FORECASTING, 
PLANNING, CONTROL 


March 20-22, 1957 + Drake Hotel Chicage 


In rue FACE OF HIGHER CosTs, higher volume, and demand 
for higher quality at lower prices, manufacturing management is entering 4 
era in which it must meet an exacting challenge: How can the profit marg 


be maintained? 


At this Special Conference, you will find out what leading companb 
are doing to isolate problem areas in manufacturing—how they are mobili 
ing every resource of men, materials, and machines to eliminate waste 
sales and production and to develop more accurate forecasting, preci 


scheduling, and firm yet flexible controls. 


Experienced speakers, well-seasoned in manufacturing operations, 
describe the steps their companies are taking to utilize new and _ better 
methods in materials control, maintenance, management of the engineeri 
function, and supervisory development. Their illustrative case histories will) 
provide you with a sound basis for measuring and comparing your owl 


company’s manufacturing goals. 


Each registrant will receive a Special Production Handbook, 
distributed only to those attending the Conference. Contents 
include reprints of significant articles, charts, diagrams, and 


reports written exclusively for the Handbook. 


Don't miss this opportunity to prepare for the future; register now 


guarantee your attendance at this important Conference. 


AMERICAN MANAGEMENT ASSOCIATION, IN ¢ 
1515 Broadway @ Times Square @ New York 36, N. 
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